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Wharton’s Gerrity 
Applying re-engineering 
to family life 

Business Education, Page 10 


The Financial Times steps up Its unrivaled coverage 
of the Bjropean single currency this week wHj^a^j 
a definitive four-day series, beginning 
tomorrow, setting the scene for the » 

launch of economic and monetary 2Nj(r'?S 


union on January 1. 
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Animal activists 
poison Christmas 
cakes in Italy 

Nestle has halted production of 
panettone - Italy’s favourite 
Christmas cake - after rat poison 
Inserted by the Animal Liberation 
Front was found In two cakes in 
shops In Florence and Bologna. 
The company said the poisoning 
would cost it about L50bn 
($30m). Page 14 

EU softens Ins on bananas 
The European Union is set to 
soften its stance in its trade dis- 
pute with the US over bananas in 
the hope of preventing the con- 
flict from overshadowing Friday's 
summit meeting in Washington 
between Bill Clinton and EU 
leaders. Trade, Page 4 

Chits suspends official visits to UK 
The UK government described as 
"unjustified” the decision by 
Chile to suspend official visits to 
Britain because of the extradition 
proceedings against Augusta 
Pinochet, the former Chilean dic- 
tator. Americas, Page 3 

De Beers condemned 
Global Witness, a UK-based 
organisation, has condemned De 
Beers aid several governments 
involved in the diamond industry 
for falling to ensure better imple- 
mentation of sanctions to help 
stop fighting in Angola. Interna- 
tional news, Page 5 

Sweden warns of lower growth 
Sweden warned that slowing 
international demand and weak 
exports would lead to lower than 
expected growth in Scandina- 
via's largest economy. European 
news. Page 2 

French btow for imxflfied food 
Hopes that France might soon 
permit the use of certain geneti- 
cally altered com seeds have 
been delivered a new blow. 
European news. Page 2 

Asean seeks speedter IBjeraCsatiofi 
Foreign and economic ministers 
of the Association of Southeast 
Aslan Nations (Asean) have 
approved a set of proposals 
aimed at speeding up the liberal- 
isation of trade and investment 
Asia -Pacific news. Page 6 

Sonatrach leads In v e stment drive 
Algeria’s state-owned oil and gas 
company, Sonatrach, is leading 
efforts to attract foreign invest- 
ment as the strife-tom country 
fights to stave off economic cri- 
sis. Trade, Page 4 

Thailand set for SHton asset sale 
Thailand’s Financial Sector 
Restructuring Agency is set to 
auction $1Q.3bn of assets seized 
from liquidated finance compa- 
nies. Asia-Pacific news. Page 6 

Mexican baO-out fend approved 
Mexico’s lower house of Con- 
gress has approved a solution to 
a nine-month dispute over a 
$60bn bank baO-out fund. 

Americas, Page 3 

Cafl for end to wine dispute 
European Union leaders have 
called for "efforts on both sides” 
to end a dispute over wi nelabeP 
ling that is holding up agreement 
with South Africa. Trade, Page 4 

K az akhstan elections to go ahead 
Kazakhstan has rejected cafe for 
its presidential elections to be 
postponed, despite concerns 
about whether they will be fair. 
I n ter na tional news, Page 5 

Chechen veterans to tight crime 
Officials in Chechnya said they 
had mobilised reservists and war 
veterans to battle a wave of 
crime in the region. 

21 kifled in Kabul rocket attack 
At least 21 people were Wiled 
when rockets feed by opposition 
forces Wt residential areas in the 
Afghan capital KabuL 

Algeria unearths mass grave 

Algerian authorities have found 

toe remains of about 110 people 
believed to be victfens of Moslem 
rebels In a mass grave near 
Algiers. 


News Corp near to 
pay TV agreement 
with Telecom Italia 

Telecom Italia Is flnaflsing an 
agreement to sell a majority 
stake In Its Stream digital pay 
television venture to Rupert Mur- 
doch's News Carp media group. 
Page 15 

General Electric Company of the 
UK Insisted it would have to be 
sure of lasting improvement in 
shareholder value to take part in 
a merger to consolidate the 
defence industry. Page 15 

OflreU of Italy and Marmesmam 
erf Germany have moved to 
strengthen their grip on Omnftel, 
the Italian cetiular telephone 
company, with a friendly $l.4bn 
takeover of Cellular Communica- 
tions International, a US holding 
company. Page 15 

Oracle and Sun Microsystems, 
world leaders in database soft- 
ware and networked computers, 
are banding together to develop 
software that would compete 
head-on with Microsoft’s Win- 
dows. Page 14 

Tin Big Rve accountancy firms - 
PwC, Arthur Andersen, DeJoitte 
Touche Tohmatsu, Ernst & Young 
and KPMG - are being investi- 
gated by Italan competition 
authorities for allegedly running a 
price-fixing cartel In the statutory 
audit market for listed compa- 
nies. Page 2 

Walt Disney is courting toe Beijing 
government, renewing after a 
two-year hiatus the top-tevsi- 
relationships essential for its 
ambitions to expand in China. 
Page 6; Disney and fnfoseek to 
launch web site. Page 19 

PLM, the Swedish packaging 
group facing a SKr6.13bn 
($63 8m) takeover bid from 
Rexam of the UK, is close to 
reaching a decision on whether 
to recommend the offer. Page 17 

UBS, Europe’s biggest bank, has 
been stripped of its AAA credit 
rating by Moody’s, the US credit 
rating agency. Page 17 

Ernst & Young, the global Big Five 
professional services firm, will 
today announce record $10.9bn 
worldwide revenues - 14) 19.8 
per cent - and unveil ongoing 
plans to restructure the business 
as an integrated international 
partnership. Page 17 

Kebo OtaucM, Japan's prime 
minister, appealed for calm in the 
financial markets as the govern- 
ment announced that it would 
forcibly nationafee the alKng Nip- 
pon Credit Bank. Page 15 

Hie price for the fourth tranche of 
the privatisation of NTT, Japan's 
dominant telecoms company, wfll 
be set today after the issue was 
2 % times subsertoed. Page 19 

Toyota, Japan’s leading car 
manufacturer, is hoping to 
became one of the country's first 
industrial companies to establish 
a holding company. Page 18 

Nomura, the Japanese securities 
firm, has taken the first steps 
towards winding down toe US 
real-estate business that cost it 
as much as Slbn to losses dur- 
ing this autumn's market turmoil. 
Page 18 

The Canadian government win 
today reject proposed mergers 
Involving four of Canada's five 
largest banks. Page 3 

Novell, the US networking 
software group, is taking a 
minority stake In Orbital Soft- 
ware, a Scotland -based company 
that specialises to products for 
locating information on toe Inter- 
net Page 16 

tufa Press 

A comprebenavs stattslfcal gttida tottie 
euro currency zone, covering foreign 
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Executive gifts 
A little elephant to unlock 
your innovative mindset 
Lucy Kellaway, Page 8 


Construction equipment Today's survey 

Why ‘rogue’ excavators are Croatian Finance 
rambling into Europe and Investment 

Page4 \v: ' Pages 21-24 


EU sets deadline for reforms 

Vienna summit fails to reach a deal on Agenda 2000 package and spending cuts 


Nkxioan and Mfchaef Smith 


By Peter I 

in Vienna 


European Union leaders set 
themselves a March 25 idling 
to agree on a package of sweep- 
ing budget, (arm and regional aid 
reforms, after their weekend 
summit in V ienna faiw»d to reach 
a deal on "*pp in g current spend- 
ing, and postponed all other key 
decisions. 

Next year’s German and Finn- 
ish presidencies now face a huge 
task to finalise the Agenda 2000 
package to prepare the 15-nation 
bloc for enlargement to the east 

Jacques San ter, president of 
the EU commission, admitted the 
outcome appeared ■ modest but 
Said that not n»wr that qo 


progress was made. All countries 
were willing to contribute to a 
settlement and realised "without 
exception" that the time for 
adopting tactical positions was 
over, he said. 

Gerhard Schroder, the German 
chancellor, who pressed for a 
reduction of Germany's annual 
DM22bn ($i3-2bn) net contribu- 
tion to the EU. admitted he had 
hoped for more progress and 
underlined that success in March 
would hinge on the willingness of 
all to compromise. 

He protag onists in 

Agenda 2000. discussions made no 
concessions on issues of key 
national interest Tony Blair, the 
British prime minister, insisted 
the UK’s annual £2bu (5&3bn) 


budget rebate was Justified and 
not negotiable. 

Jacques Chirac, the French 
president, rejected all talk of 
member states paying more for 
agriculture through a system of 
“co-financing”. 

Defending Spain's large ' net 
inflows, Jos§ Maria Aznar, the 
prime minister, made sure Ger- 
many. France, and Britain were 
unable to include any reference 
to "stabnismg 1 ’ EU spending' in 
the summit’s 50-page closing 
statement 

In response to a summit dedr 
sion that “empl oyme nt is the top 
priority of the EU", Bonn must, 
broker an agreement on a Euro- 
pean "em ptay ment pact" to help 
cut the EtTs jobless total of 


nearly I7m by the Cologne sum- 
mit in June. In what is likely to 

be 8n.ffl ro H | ti n,w l ly .fianjian 

presidency starting 'on January 1, 
the EU is also committed to 
defining how and when it wm 
reform its institutions to readi- 
ness for enlargement. 

The 15 leaders decided the next 
serious review of enlargement 
shmiiri wait far theFtonish presi- 
dency in the second half of 1999, 
rising the hopes. of Slovakia, 
lithnanta .and Latvia that they 
might be able to join Hungary, 
Poland, Estonia, the Czech 
Republic, Slovenia and. Cyprus to 
accession negotiations that 
started lam month. - - 

Martti Ahtisaarl, the Finnish 
president, promised his country 


would pursue “an active discus- 

- sion on enlargement”. 

The Vienna meeting also 
turned the end-of-1999 Helsinki 
summit into a deadline for agree- 
tog closer co-operation against 
harmful .'tax competition. 

Following speculation in 
Britain that Germany wanted to 
■ irppncp mini rimm tax rates in the 
EU. the 15 leaders declared that 
“co-operation to the tax policy 
area is not aiming at uniform tax 
rates is not inconsistent with 
feir tax competition". . 

Co-operation was “called for to 
reduce the continuing distortions 

- tu the stogie market to prevent 
excessive losses of tax revenue". 

Playing tar Europe's pot, Page 13 


HYDE URGES PRES IDEN T TO QUIT AS REPUBLICANS RULE OUT CENSURE VOTE AND THREAT OF IMPEACHMENT LOOMS 

Clinton rejects calls to 
resign as pressure grows 


By Mark Suzman h Washington and 
Stephen Fkller in Jerusalem 

President Bin Clinton dismissed 
calls to resign yesterday over the 
Monica Lewinsky scandal, to the 
Dace of the growing possibility 
that he will be Impeached by the 
US House of Representatives. 

His comments came as Republi- 
cans effectively ruled out allow- 
ing a censure vote on his con- 
duct, making it more likely that 
the foil House would approve at 
least one of four articles of 
impeachment and refer the mat- 
ter to the Senate for a foil trial 

Both Henry Hyde, House Judi- 
ciary committee chair, and Tom 
BeLay, House . majority whip, 
said Mr Clinton’s resignation 
would be a principled act follow- 
ing the committee's decision to 
approve four articles of impeach- 
ment against him. They also 
rejected a motion of censure. 

In television Interviews, Mr 
Hyde said a derision by the pres- 
ident to quit would be “heroic" 
and save the country from “tur- 
moil and tumult". 

But Mr Clinton, on a three-day 
visit to Israel and Palestinian- 
ruled territory, said earlier in the 
day at a Jerusalem press confer- 
ence that the thought of leaving 
office never crossed his mind. 

Ha hoped members of Congress 


would vote their conscience and 
resist impeachment “I have no 
intention of resigning," he sa i d 
as he turned his attention to the 
other pressing matter of the day 
- trying to salvage the Wye River 
peace agreement, which was put 
on hold by Israeli Prime Minister 
Benjamin Netanyahu last week. 

As regards Ms Lewinsky, both 
Clinton and his opponents are 
targeting a handfta l of uncommit- 
ted. moderate Republicans ahead 
of Thursday's scheduled House 
debate on impeachment. 

Mr Clinton said that while it 
would be inappropriate for tom 
to -lobby wavering lawmakers 
directly, he would be prepared to 
-talk to any who wanted to. con- 
sult him. 

Joe Lockhart, the president’s 
spokesman, said he hoped the 
foil House would not be as parti- 
san as the committee had been. 
“Our hope Is that this can move 
bads to the way it should be, 
where people look at the facts, 
look at the law, base their deri- 
sion on what they think is best," 
he said. Mr Clinton continued to 
resist demands from Republicans 
that he admit to perjury to cover- 
ing up his affair with Ms Lewin- 
sky. He said he could not adurit 
to perjury because he did not 
commit it. However, he acknowl- 
edged his deposition to the Paula 


Jones sexual harassment case 
had been "difficult, ambiguous 
and unhelpful". 

John Podesta, White House 
chief of staff, said it was unlikely 
Mr Clinton would make a further 
. public statement on the matter. 

Richard Gephardt, House 
minority leader, said he still 
hoped to introduce a censure, 
motion on the floor next week. 
But both Bob Livingston, incom- 
ing House speaker, and. Newt 
Gingrich, his predecessor, have 
said they would resist such a 
move. 

Without a censure alternative, 
an impeachment vote is regarded 
as more likely, as conservative.. 
-Democrats, and moderate Reptib* , 
beans who want to see Mr Clin- 
ton punished for his actions, will 
be given only one option. 

However, Mr DeLay said that 
the vote was still “too close to 
call”. 

Mi- Clinton pointed out that 
three-quarters of Americans 
wanted the issue to be settled by 
a vote of censure. Hie said the-- 
Republican leadership in the 
House should be asked whether 
they were opposed to It “because 
they think it mi ght pass.” 



Oaaf ears, Page 3 ■ 
canton Israel vMt, Page 5 
Editorial Comment, Page 13 
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National Grid to buy 
New England Electric 


It's a Cinven challenge 




By WBBam Lewis In New Ymk 
and Andrew Taylor to London 

National Grid, owner and 
operator of the English, and 
Welsh electricity transmission 
networks, is today expected to 
announce the takeover of New 
England Electric System, the 
Massachusetts-based electricity 
group, in a deal worth about 
*4bn. 

According to people in London 
dose to the transaction. National 
Grid will pay about $3tra in cash 
and assume approximately glbn 
of NEES debt. 

If successful National Grid's 
planned takeover would be 
another example of aggressive 
moves by UK power companies 
in the US market. 

Last week Scottish Power 
the first non-US company 
to enter the $230bn electricity 
market with a $7bn agreement to 
buy Padficarp. 

NEES, which is primarily a 
transmission company, has a 
market capitalisation of about 
&.6bn. Details of the takeover 
were kept secret by both compa- 
nies and on Friday NESS'S stock 
price dosed at $43, down from its 
recent high of $45% achieved to 
April. At a stock price of $43, 
analysts say that NEES is trad- 
ing at around 14 times expected 
1999 earnings. 

National Grid, which owns and 
operates more than 5.000km of 
high voltage transmission lines 
to England and Wales, has been 
seeking to diversify and expand 


its interests outside the reg- 
ulated power sector to the UK. 

Its plans to buy NEES should 
come as no surprise to sharehold- 
ers, who were told Last month 
that the company hoped to com- 
plete a US purchase worth at 
least SZbn .by the end of March. 

David Jones, chief executive, 
said it planned within three 
years to generate at least 20 per 
cent of its sales outside the 
highly regulated domestic power 
transmission sector where it has 
a mo no poly. 

NEES is the hnirftng company 
for four electric utilities that pro- 
vide electricity to more than Uta 
customers in Massachusetts, New 
Hampshire Rhode Island. 

To focus on electricity trans- 
mission. In September NEES 
completed the $l.59bn sale of its 
generating business to US Gener- 
ating. 

There has been intense specu- 
lation about NEES's future fol- 
lowing the announcement earlier 
this month that Boston Edison 
and Commonwealth Energy Sys- 
tern, two of its Massachusetts 
rivals, were linking. 1 

Massachusetts is seen by ana- \ 
lysts as one of the states that has 
made most p ro gress towards a 
deregulated electricity industry. 

Formerly companies were 
involved to power generation, 
supply and billing. However Mas- 
sachusetts’ power supply is now 
legally separated from distribu- 
tion and customer service, and 
new competitors have been free 
to enter the market 
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Cartel probe for Big Five accountants 


By Jtai Kb% 

Accountancy Correspondent 

Italian competition author- 
ities are investigating the 
Big Five accountancy firms 
for allegedly running a price- 

fixing cartel in the statutory 
audit market for listed com- 
panies. 

A spokesman for the Ital- 
ian Competition Authority 
said there had been a “pre- 
sumed violation” of the anti- 
trust act. There were two 
separate allegations, one of 
price-fixing and one of co-or- 
dination among members of 
Assirevi, the Italian associa- 
tion of auditors. 


The Big Five - PwC, 
Arthur Andersen. Deloitte 
Touche Tohmatsu, Ernst & 
Young and KPMG - face 
increased scrutiny following 
recent mergers in the sector 
which raised concerns they 
were abusing their dominant 
position. 

They are likely to watch 
the progress of the investiga- 
tion with some alarm. The 
antitrust authorities say 
they will finish their investi- 
gation by June 80 next year. 
If proven, the case could 
spark similar investigations 
in other European countries. 

It is understood the Rome 
authorities turned to the 


market last year following a 
wider review of the financial 
service industry. They found 
similarities in price and mar- 
ket share between the Big 
Five. The granting of statu- 
tory audit positions for listed 
companies is controlled by 
licence. 

“Our suspicions grew and 

so we decided to open a for- 
mal investigation on suspi- 
cion that there is a cartel 
between them.” said an offi- 
cial 

Adolfo Mamoti. Assirevi 
president, said the inquiry 
had been launched on the 
basis of a 1995 document, 
issued by Assirevi to Its 


members, which might be 
construed as co-ordination, 
but had not been repeated. 

Mr Mwmo li, of Deloitte & 
Touche, said the communi- 
cation was “never binding" 

and was “only intended to 

ensure the quality of work of 

the audit firms in the public 
interest". The Big Five hold 
90 per cent of the statutory 
audit market 
Privately, the Big Five say 
they have been targeted by 
competition authorities as a 
result of the extensive inqui- 
ries that followed the merger 
of PW and Coopers & 
Lybrand this year to form 
PwC. and the earlier failed 


merger of KPMG and Ernst 
& Young. These inquiries 
alerted authorities to the 
mfhwnf-p of the firms 'in the 
market 

The firm* rlafm they have 
played a key rote through 
Assirevi in improving the 
quality of Italian audit pro- 
cedures for listed companies. 
“ Italian auditing was' an oxy- 
moron before the association 
began to impose better qual- 
ity," said a partner in one. 

The firms Claim that oth- 
ers outside the association 
were discounting and cut- 
ting fees to a level which, 
would nn/tormirip the value 
of the audit “The competi- 


tion authorities think we. are 
evil incarnate - but other 
firms just went on cutting 
fees and quality.” he added. 

Hie existence of the 1995 
document appears to provide 
a strong baste for the investi- 
gation, hut the firms will 
point to its historical nature. 
They suspect regulators 
have chosen an easy target 
from the past because of 
anxieties — raised by the 
recent mergers - over the 
current and future marfcets. 

"Why now?” one Big Five 
partner asked. “There is 
some low-hanging fruit 
about and they have picked 
it” • 


Duty-free sales: 
The monster 
they could not kill 

EU leaders want to think about abolition 
yet again, reports David Wighton 


D uty free is like the Loch 
Ness monster. It conies 
back at regular inter- 
vals.” said Jacques San ter, 
the European Commission 
president, in the run-up to 
last weekend's EU summit in 
Vienna. 

More than seven years 
after European finance min- 
isters agreed to scrap duty- 
free sales within the EU 
from next July, the beast 
still refuses to die. After 
intense pressure from 
France. Germany and. more 
recently. Britain. EU leaders 
agreed in Vienna to ask the 
Commission and the finance 
ministers to have another 
look at the issue. 

Germany and France are 
worried about predictions 
that abolition will lead to 
heavy job losses and higher 
ferry and air fares. British 
officials openly say another 
concern is simply duty-free’s 
popularity. 

But some smaller coun- 
tries agree with the Commis- 
sion that it is an unaccept- 


able distortion of competi- 
tion that leaves non-travel- 
lers subsidising ferry and 
airline users. 

The Commission and the 
finance ministers were told 
to report back by March on 
the “possible negative effects 
on employment and possible 
means of overcoming these 
problems on the basis of 
Commission proposals”. 
They would also consider a 
“limited extension" of the 
current regime. But the stay 
of execution may be short at 
best 

Mr Santer played down the 
move and made little 
attempt to disguise his exas- 
peration at the leaders' deri- 
sion. At the post-summit 
press conference. Mr Santer 
insisted that the leaders had 
not questioned the derision 
taken in 1991: “Therefore, 
die decision stands.” 

An early draft of the presi- 
dency's summit conclusions 
did indeed state that the 
leaders had “confirmed" the 
original derision, although 



Fany duty-free shop; stay of execution may be short 


this phrase was dropped 
from the final text 

Any postponement of abo- 
lition would be “just a few 
months’ limited extension” 
said Mr Santer. far from the 
five-year suspension some 
member states have been 
pressing for. 

As for the need for another 
review, Mr Santer said the 
Commission had already 
explained how employment 
problems could be addressed 
using structural funds. 

The Co mmis sion has con- 
sistently argued that it 
would be more efficient and 
more transparent to subsid- 
ise air or ferry routes that 
were rendered un viable by 


the scrapping of duty-free 
shopping. Recently, Finland 
was told it could provide 
support for a threatened 
ferry service without con- 
travening EU competition 
rules. 

It was not just Mr Santer 
who was irritated by the 
leaders’ . decision. Viktor 
KTima , the Austrian chancel- 
lor, who hosted the summit, 
made clear he thought other 
leaders had lost their sense 
of priorities by spending an 
hour discusring the issue at 
their dinner on Saturday. Mr 
Riima said that when duty- 
free was raised at the dinner 
he thought the subject 
would take up a couple of 


minutes. “It was the longest 
two minnteg of my Ufa,” he 
said. 

After further negotiations 
on Saturday morning, Hol- 
land, Belgium and D en mark, 
the strongest opponents of 
any reprieve for duty-free, 
agreed to the finance minis- 
ters’ review. 

Danish officials denied 
reports that Marianne 
Jelved. the Danish finance 
minister, had threatened to 
resign if a postponement was 
granted. But Ms Jelved 
repeated her determination 
to veto any move when it 
returns to finance ministers. 

Given the need for una- 
nimity to overturn the 1991 


vote, the chances of an 
extension mi ght appear slim. 
But British officials are 
expressing cautious opti- 
mism Tony Blair, the Brit- 
ish prime minister, said it 
was not certain but “the 
door is now open.” Jacques 
Chirac, the French presi- 
dent, said there would be “a 
delay in order to prepare 
for abolition. 

Much may depend on Ger- 
hard SchrOder, the German 
chancellor, .who is also 
strongly backing a reprieve. 
With Germany taking over 
the EU presidency next 
month, he will have a big 
influence over whether the 
duty-free monster lives on. 


Kurds’ leader offers arms deal in return for rights 


Abdullah Ocaian. the 
Kurdish guerrilla leader, 
said his Kurdistan Workers’ 
party (PKK) would give up 
its armed struggle in Turkey 
if minority rights were 
granted to the country's 
Kurds, in comments pub- 
lished yesterday, Reuters 
reports from Ankara. 

“Accept the Kurdish iden- 
tity. let’s give up arms." the 
Turkish daily. Mkliiyet, 
quoted Mr Ocalon as saying 
in an interview from Italy, 


where he is in detention. 
“We have acquired light 
arms to at least defend our- 
selves. Give me my identity 
and I say we will give them 
up. If Turkey accepts this, 
the terror will be over in a 
year,” he said. 

Turkey refuses to grant 
minority rights to its esti- 
mated I0m-l2m Kurds, argu- 
ing that all citizens are equal 
under the law. Education 
and broadcasting in Kurdish 
are banned. 


Turkey considers Mr Oca- 
ian. its most wanted crimi- 
nal, a terrorist responsible 
for more than 29,000 deaths 
during the PKK’s 14-year 
conflict with Turkish forces 
in its struggle for self-rule in 
the south-east 
A military official said yes- 
terday that PKK rebels had 
killed two Turkish soldiers 
in a weekend clash in the 
south-eastern province of 
Bingol. He made no mention 
of any guerrilla casualties. 


Mr Ocaian distanced him- 
self from earlier comments 
to an Italian newspaper that 
he was on the brink of 
resigning from the party he 
founded in 1978. 

“It has to be seen that my 
resignation from the top 
would not lessen the confu- 
sion." he said, hinting at a 
reorganisation of the PKK. 
“It will be turned into a posi- 
tion in which many ways 
and many leaders are 
defending everybody's needs 


and putting pressure on Tur- 
key." 

Mr Ocaian was arrested in 
Rome a month ago after fly- 
ing from Moscow on a false 
passport. Italy has rejected 
Turkey's demand for extradi- 
tion because its constitution 
forbids handing over sus- 
pects to a country where 
they could face the death 
penalty. 

Germany has an arrest 
warrant out for Mr Ocaian 
but has decided not to 


request extradition, fearing 
conflict between its Turkish 
and Kurdish comm uni ti 
Italy wants him tried b 
would prefer not to do so 
itself. 

Mr Ocaian, who wants 
political asylum in Italy, 
warned Rome that a trial 
could lead to trouble. 

“A court that does not 
please the people could open 
the way to a strong reaction. 
Germany knew this and did 
not want one,” he said. 


Blow to hopes for use of 
genetically altered seed 


By Robert Graham In Paris 

Industry hopes that France 
might soon permit the use of 
certain genetically altered 
coni seeds have been deliv- 
ered a new blow. 

Prance's Council of State, 
which monitors administra- 
tive hew. bad previously 
deferred judgment on 
whether the government 
was justified in authorising 
the introduction in 1997 of 
three varieties of com sued 
produced by Novartis, the 
Swiss group. The council 
was due to rule on the issue 
later this month. 

But the council has now 
decided to consult the Euro- 


pean Court of Justice on 
whether France was obliged 
to authorise the sale of 
Novartis' genetically altered 
com seeds, after European 
Commission permission in 
January 1997 to market the 
seeds. This unusual step 
underlines the political sen- 
sitivity of the issue in 
France, where Greenpeace 
and radical formers’ groups 
oppose its introduction. 

In September the Council 
of State derided to freeze the 
distribution of the three 
types of com seed until tt 
had made its ruling. Accord- 
ing to lawyers familiar with 
the ease, the referral could 
delay a Council of State deci- 


sion by well over a year. 

During this time the 
Novartis seeds will not be 
used. Since the original gov- 
ernment decree was only for 
a trial period of three years 
running from February 1998, 
any renewal of the authoris- 
ation is further complicated. 

Corn producers pointed 
out over the weekend that 
imports of genetically 
altered com - notably from 
the US - were subject to no 
ban, distorting competition. 

A further anomaly is that 
in July, the government 
authorised distribution of 
fresh strains of genetically 
altered com developed by 
Monsanto of the US. 


Swedish growth forecasts 
hit by turmoil in markets 


ByTira Burt in Stockholm 


The Swedish government 
has warned that slowing 
international demand and 
weak exports would lead to 
lower than expected growth 
in Scandinavia’s largest 
economy. 

The country’s finance min- 
istry on Friday blamed tur- 
moil in international mar- 
kets for forcing it to reduce 
growth forecasts for 1999 and 
beyond. 

In its budget this autumn, 
the ministry had forecast 
GDP growth of 3 per cent 
next year and 2J2 per cent in 
2000 - targets regarded as 
over-optlmlstic by many 


economists. But government 
officials have now conceded 
that growth would fan from 
2£ per cent this year to 
around 22 per cent in 1999. 

The ruling Social Demo- 
crats were also forced to 
admit that unemployment 
would fan more 9lowly than 
expected. 

In the run-up to Septem- 
ber's general election In 
Sweden, the party had 
claimed unemployment 
would be halved before the 
end of the current four-year 
parliament 

Initiall y, official forecasts 
had Indicated unemploy- 
ment would fall from 6j6 to 
5.7 per cent next year - 


excluding those on govern- 
ment-supported training 
schemes. 

The revised jobless rate for 
1999 has now been put at 5.9 
per cent, fall i n g to 53 per 
cent in 2000. That is well 
above the 4.4 per cent target 
predicted previously for the 

miU a nnium. 

Nevertheless, the finance 
ministry said the underlying 
domestic economy remained 
fundamentally strong, with 
inflation rtf' no more than 0.5 
per cent next year. The con- 
solidated public debt, as a 
proportion of GDP, is proj- 
ected to fall from 742 per 
cent this year to 714 per 
cent in 1999. 
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Greens ponder realities of power 

Mobile phones and tobacco sponsorship appear as German party joins the mainstream 


By Frederick Sfcutornaon 
la Leipzig 


There were no prizes for 
guessing the cause or all the 
excitement. The arrival of 
Joschka Fischer. Germany's 
foreign minister, towards the 
end of the second day of the 
Green party’s conference in 
Leipzig was greeted with 
spontaneous applause from 
delegates and brought forth 
a swarm of journalists from 
the hospitality lounge. 

Mr Fischer had Down in 
straight from the European 
Union summit in Vienna. 
Ostensibly, he was Just 
another delegate making a 
late arrival at a conference 
aimed at modernising party 
structures after the Greens' 
transition from a position of 
seemingly eternal protests to 


one of government responsi- 
bility. 

But in truth Mr Fischer 
was the star of the show and 
delegates were unable to 
contain their pride that one 
of their number was now 
vice-chancellor and one of 
the most popular members 
of Germany's new “red- 
green" government. 

His reception was remark- 
able because stardom is a 
quality the Greens have tra- 
ditionally shunned. Ever 
since the party emerged in 
the German political land- 
scape in the early 1980s it 
has placed great store cm its 
culture of grass-roots democ- 
racy in which hierarchies 
are avoided. 

The party had changed in 
other areas too. Conference 
is more disciplined and bet- 


ter organised. Mobile phones 
and the seeu rity details 
which come with govern- 
ment are on the rise. For the 
first time there were spon- 
sored hospitality facilities - 
provided by a cigarette com- 
pany. 

In the past, many self-re- 
specting Greens would have 
attacked tobacco executives 
as agents of evfl multination- 
als. These days the two sides 
swap small talk over espres- 
sos. 

Buoyed by success, the 
party now looks more like 
some of Its “normal” coun- 
terparts. But at the very 
moment that it has achieved 
high office, it has caught a 
glimpse of its own mortality. 
The party has long lost Us 
novelty appeal. The broad 
thrust of many of its poli- 


cies. such as protection for 
the environment, are now 
commonplace, while it has 
yet fully to define itself in 
other areas. 

In Leipzig, where delegates 
discussed an overhaul of 
basic policy, such morbid 
thoughts were overshadowed 
by the more immediate pros- 
pects of tensions between 
the demands of membership 
and the compromises of gov- 
ernment - another feature of 
normality. 

There was evident under- 
standing for the limitations 
of coalition government But. 
it was also clear that if the 
government did not press 
ahead far and fast enough on 
issues such as energy taxa- 
tion it would face criticism 
from the party. Antje 
Radcke, newly elected co- 




Ffecher: star of the show 


chairperson, said the chal- 
lenge would be to provide 
constructive criticism with- 
out cultivating outright 
opposition. 


NEWS DIGEST 


EUROPEAN INTEREST RATES 


Bundesbank president 
rules out more cuts 

Hans Tle&nsyer, Bundesbank president to 

further cute in European interest rates for the “foreseeable 

* U -tnLi«t rates have just been recertify cut and ttie 

pean central bank has made dear that Interest rates have 
settled at that level for the foreseeable future, Mr n et- 
meyer told the Geiman newspaper Bild am Sonntag. 

He also waded into the debate about European tax har- 
monisation, saying some big tax deferences 
nations distorted competition and should be 
he ruled out a complete harmonisation as neither to oe 

expected nor desirable". . 

All 11 countries planning to adopt the euro at the start 
of next year cut interest rates earlier this month. Germany 
reduced Its rates from 3.3 to 3 per cent. “We are already - 
aside from Japan and Switzerland - at the bottom end of 
the international Interest rate spectrum,” he Mid. 

■ German Chancellor Gerhard Schrfider will_ today meet 
executives from the country's big pow er utH fties to prepare 
for negotiations on the government’s controversy plans to 
abandon nuclear power. Graham Bowiey, Frankfurt 

NATO PROTECTION FORCE 


Milosevic warns on Kosovo 

Slobodan Milosevic. Yugoslav president, yesterday warned 
Nato not to venture Into Kosovo, throwing doubt over the 
rote of a “protection force* in neighbouring Macedonia. 

; Combat troops and engineers from the French-led force 
set up camps across Macedonia at the weekend. Backed 
by helicopter gun ships, transport helicopters and armoured 
personnel carriers, they are there to rescue International 
monitors from Kosovo if a truce between Yugoslav secu- 
rity forces and ethnic Albanian guerrillas breaks down. 

Richard Holbrooke, the US Balkans envoy who. with the 
backing of a threat of Nato air strikes, persuaded Mr Mil- 
osevic to puH back Serb forces from Kosovo, said yester- 
day he was worried by violations of the truce by both Ser- 
bian police and ethnic Albanian guerrillas. 

But fn a rare newspaper interview Mr Milosevic reaf- 
firmed the Serbian government view that there was no 
need for the Nato force. 

“If they come on to our territory, we will consider it as 
an act of aggression,” he said. “That is the duty of our 
army - not to allow any foreign troops to get Into our terri- 
tory.” Reuters, Belgrade 


HOLOCAUST VICTIMS 


Berlin memorial plan 

Germany’s centre-left government is developing a new 
plan for a memorial in Beriin to the victims of the Nazi 
Holocaust, to replace a scheme backed by former Chan- 
cellor Helmut Kohl, a government spokesman yesterday. 

The spokesman confirmed that Michael Naumann, the 
government’s chief culture minister, was developing a pro- 
posal which would be submitted for discussion to parlia- 
ment. 

He declined to give details, but Der Spiegel news weekly 
reported earlier that Mr Naumann hoped to win parliamen- 
tary approval by mid-1999 for a memorial which would 
make it possible to hold exhibitions on the Holocaust 

In the past Mr Naumann has in the past criticised as too 
monumental the plan backed by Mr Kohl to erect some 
2,700 concrete pillars spread over two hectares near Ber- 
. „ iig^Brandenburg Gate. Reuters, Bonn 

jSRIBERY ALLEGED 


Olympics expulsion pledge 

Juan Antonio Samaranch, International Olympic Committee 
President, said yesterday the IOC would expel members if 
they were fourd guilty of wrongdoing in the scandal over 
legations that votes to win the games are for sale. 

An IOC committee is investigating accusations of pay- 
ments made in Salt Lake City's successful bid to stage the 
2002 waiter games. Mr Samaranch said: “If necessary we 
wffl expel members if the committee thinks they are guilty.” 

Marc Hodler, a leading Olympic official, on Saturday 
made allegations of attempted corruption, saying cities 
bidding to stage the games were offered votes en bloc for 
millions of dollars. 

Mr Samaranch compared the significance of the scandal 
to the Soviet boycott of the 1984 Los Angeles Olympics 
and tire Ben Johnson drugs scandal at the 1988 Seoul 
games. “Those were difficult moments. Now we face diffi- 
cult moments," he said. "1 am fully confident that the ad 
hoc commission will bring results as soon as possible. . . 
after the black day the sun wffl come again." 

The IOC was not happy with the way Mr HodJar made 
his accusations to the media but Mr Samaranch made it 
dear that the 80-year-okl member, who has held several 
IOC positions, would not be expelled. Reuters, Lausanne 

SHORTER WORKING WEEK 


No deal, say French unions 

The latest attempt by French banks and trade unions to 
agree on introducing a 35-hour working week has failed, 
wito the unions ruling out a deal in the foreseeable future. 

Some 2,000-3,000 bank employees demonstrated in 
Pans on Friday afternoon, as talks reached a deadlock 
mw boffcteys and overtime pay. Union repres e nt ati ves also 
hew talks with officials at the employment ministry. 

Whae Force Ouvrtere. one of the unions which represent 
200,000 employees among them, sad ft had obtained 
COTcesaons" from the banks, the CFTC union said dis- 
agreement over holidays was a "strong blocking point”. 

Agreements have been reached in several sectors on the 
35-hour week, an electoral pledge by Lionel Jospin, the 
Socialist prime minister. Most agreements provide for 
moreflexibifity In working schedules, to offset the negative 

S^JSiSSSSL ** f?* 1 * week - T11G government 
b to introduce binding legislation next year, to enforce the 

J 5 ™ 1 r in sectors where employers and unions fall 

to agree. Santer Iskander, Paris 


FRENCH PRICES PROTEST 


Internet users stage strike 

A 24-hour strike by French internet users in protest at the 
^ char S 0d by France Telecom, the 
^%^v^^telecominunicatksns operator, was widely 
f0 S^yf^ rday . according to Its organisers. 

woridr^ foe access provider, said the boycott had 
been foflowed by more than half its 50,000 subscribera. 

intemet us®* w Wch 
had cased for the strike, said ft received 10,000 e-mails 
ajppwtere pfedgtng to go on strike. 

I 61600 ™ b hindering the devetop- 
char 9 in fl for acoessat 
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fall on 


deaf ears 

Republicans are determined to press on 
with impeachment despite the political. 
consequences. Mark Suzman reports 


T hroughout the Clinton 
presidency the White 
House formula for politi- 
cal and legislative success 
has been a simple one; get 
public opinion oh its side 
and use that relentlessly to 
pressure Congress to give in 
to its demands. ‘ 

But to the shock anrf dis- 
may of White House advisers 
their favourite strategy has 
so far proved completely 
ineffective -in heading off the 
gravest crisis of President' 
Bill Clinton's term in office. 
Despite consistent polls 
showing a large majority of 
the public do not want him 
impeached, there is a now 
strong possibility that the 
full Honse of, Representa- 
tives will this week follow 
the : recommendations of Its 
judiciary committee and call 
for the president to stand 
trial in the Senate. 

The one source of comfort 
for the president . Is the fact 
that .both Republicans and 
Democrats agree that on the 
basis , of the Bgiatfag evi- 
dence it is all but impossible 
that toe Senate would con- 
vict ( Mr Clinton by the two- 
thirds majority required to 
remove him from office. And 


although leading Republi- 
cans. called yesterdur ior 
him to step down, he has 
ruled out resigning as Ruih- 
ard Mxon did after toe judi- 
ciary committee approved 
three ^ articles of impeach- 
ment against him in 1974.- 
. - But the White. House is 
still desperate to avoid the 
political stigma of having Ur 
Clinton become only the sec- 
ond president in history to 
be impeached by the full 
House after Andrew Johnson 
in 1868: It is also worried 
that the' divisive atmosphere 
of a Senate trial would doom 
any. "remaining chances he 

has of amassing bipartisan 

support next year to push 
through Significant policy 
legislation in areas such a$ 
social security reform. 

If, as expected. Democrats 
are unable to force Republi- 
cans to allow an altenutive 
proposal that Mr GUnian be 
censured to reach the House 
floor, the decision whether 
to impeach will rest in the 
hands of a handful of moder- 
ate Republicans who have 
not yet made up their minds. 

Several of those Republic 
cans have indicated they 
may oppose impeachment if 



Henry Hyde, c ha ir ma n of the HouSe jmSdary cctnmfflv (fafd, shakes hands with Democrat John 
Conyw»attlwt»nctugtog of the brapo ac tana nt pro ca atfn Bv on Satiyday Reuters 


Mr Clinton -admits having 
lied" under oath. But the' 
President- has steadfastly 
refiasedto -make such an 
admission. Instead, to rally 
support toe White House.is 
taJtihg a .two-pronged, 
apjnroach- 

.First It is hying to appeal 
to members' higher respcmsl- 
Wttfles, arguing that a vote 
to impeach a president over 
such a trivial issue Aamag na 
the. constitution and will 
have dire repercussion for 
future administrations. Sec- 
ond, it is arguing that a Sen- 
ate triaT would be politically 
disastrous for the country, 
paralysing the administra- 
tion for .months at a tone of 
grave international prob- 
lems. 

-- Gregory Craig, a White 
House lawyer .leading the 
anti-impeachment fight, 
called on members to 
approach their “grave and 
solemn duty with an open 
heart and open mind" while 
arguing that an impeach- 


ment vote would “divide the 
country, gridlock the govern- 
ment and defy the will of toe 
people” ■- 

So for, however, the White 
House rhetoric appears to 
have bad little effect, Since 
Mr Clinton’s latest national 
apology last Friday, seven of 
the 30-odd fence-sitting 
Republicans being targeted 
have publicly announced 
they will vote In favour of 
impeachment. Meanwhile 
the number of moderates 
who have said they would 
oppose impeachment has 
remained unchanged at six. 

Mr Clinton is drawing 
soma hope from the feet that 
a growing number of high- 
profile Republicans outside 
of Washington, including 
George Pataki. the New 
York governor, have called 
on members to oppose 
impeachment on the 
grounds that it would prove 
politically disastrous for the 
party in the 3000 elections. 
He is also hoping that public 


opinion may ultimately have 
an effect on the small num- 
ber of Republican members 
representing districts that 
voted for Mr Clinton in toe 
last presidential elections. 

But with Andrew John- 
son’s trial the only precedent 
(it lasted four months), it 
remains unclear exactly 
what the procedures or tim- 
ing of such an impeachment 
trial would follow, with 
some Republicans suggest- 
ing it could be completed 
within weeks. 

And above all, the White 
House appears to be able to 
do little to dent toe unyield- 
ing conviction among most 
Republicans that Mr Clin- 
ton's offences merit 
impeachment regardless of 
the political consequences. 
As Tom DeLny, the hardline 
majority whip put it: "This 
is too important to wonder 
about politics and polls." 


CQnton in Mddie East, Page 5; 
Editorial c om m ent, Page 13 


UK attacks Chile official visits decision 


By Andrew Parker, 

Political Correspondent 

The UK government 
yesterday described as 
“unjustified” the decudon by 
Chile to suspend official vis- 
its to Britain, because trf the 
extradition proceedings 
against -Augusta Pinochet, 
toe former Chilean’ dictator. 

The Foreign Office said: 
“We regret they have chosen 
to take measures against toe 
UK which we do not behave 


are -justified.'' Chile's deci- 
sion to stapend official visits 
to the UK followed the deci- 
sion last -week by Jack 
Straw, British home secre- 
tary,, to authorise the start of. 
extradition proceedings 
against General Pinochet 
Baltasar GaxzAn, & Spanish 
judged wants Gen Pinochet 
to stand trial in Spain on 
. charges of genocide, terror- 
ism and torture. Tomorrow, 
toe House of Lords , will con 
skier whether to Overturn its 


ruling last month that Gen 
Pinochet is not immune 
Qrcan prosecution as a former 
heed of state. 

Peter Schaad, a supporter 
of. Gen Pinochet, told the 
BBC ■ that Gen Pinochet 
enjoyed diplomatic immu- 
nity. He said toe former dic- 
tator felt “very, very bitter" 
about what had happened 
since his arrest Mr Schaad 
also questioned whether 
Spain had any right to prose- 
cute Gen Pinochet because 


“during the Franco time a 
mfliiow people died in Spain, 
(but] no prosecution has 
taken place in Spain itself”. 

The Foreign Office denied 
that the UK embassy in Mad- 
rid had warned Chile three 
months ago that Gen Pino- 
chet should not come to 
Britain because he could 
face an extradition request 
from Spain. A newspaper 
fflaimeri that embassy offi- 
cials told their Chilean oppo- 
site numbers in Madrid that 


Mr Garzdn was coming to 
the end of his investigation. 

While dismissing the 
story, the Foreign Office 
admitted it had been aware 
of Mr Garzdn's investigation 
before Gen Pinochet’s arrest 

Michael Howard, foreign 
affairs spokesman for the 
UK’s Conservative party, 
said Robin Cook, British for- 
eign secretary, should make 
a statement 

tasonal View, Page 12 


Canada set to reject 
banks’ merger plans 


By Bteod AJden In Toronto 


The Canadian government 
will, today reject proposed 
mergers involving four of 
Canada's five largest bonks. 

Paul Martin, finance min- 
ister. will make tbe 
announcement before the 
markets open this morning. 
He will lay out In detail the 
government's rationale for 
rejecting the kind of mergers 
that have been reshaping 
banking systems in Europe 
and the US. 

“This is not a knee-jerk 
decision," said a senior gov- 
ernment official “It win be 
grounded in a compelling 
public interest case.” 

The Royal Bank of Canada 
and tbe Bank of Montreal 
proposed to merge last Janu- 
ary, followed by the Toronto- 
Do mini on Bank and the 
Canadian Imperial Bank of 
Commerce in April. 

While the four banks cur- 
rently account for almost TO 
per cent of domestic banking 
assets in Canada, they argue 


they are too small to com- 
pete on a global basis and 
are increasingly losing 
domestic business to speci- 
alised competitors in sectors 
such as credit cards and 
mutual funds. 

Mr Martin was banded a 
strong case for blocking the 
deals late on Friday, when 
the competition bureau 
warned that the mergers 
would severely restrict 
domestic competition in sev- 
eral of the banks' busi- 
nesses, including credit 
cards, retail brokerage ser- 
vices and retail branch ser- 
vices in many regions of tbe 
country. 

This report, delivered pri- 
vately to the banks and to 
Mr Martin, is scheduled to 
be released by the minister 
this morniug when he 
announces his decision on 
the mergers. 

Senior bankers say they 
could meet the competition 
bureau concerns through 
divestitures and other mea- 
sures hut toe government is 


not going to give them that 
opportunity. 

Instead, in rejecting the 
mergers, Mr Martin will lay 
out objectives and principles 
that wilt underpin a planned 
overhaul of Canadian finan- 
cial services legislation next 
year. The goal would be to 
ensure that Canada had a 
competitive banking sector 
for tbe 21st century, which 
also served the interest of 
consumers, tbe government 
official said. 

“The notion that the only 
way we can get there is 
through mergers is the 
wrong premise,"* be said. 

The rejection will be a 
blow to the four banks, 
which have spent most of 
this year in a massive, 
cross-country lobbying cam- 
paign trying to persuade the 
Canadian public and politi- 
cians in Ottawa to support 
their plans. Tbe banks have 
wanted that if toe mergers 
are rejected, they will be 
forced to reduce employment 
and cut services. 


Accord on bank bail-out 
fund passed in Mexico 


By Henry Tricks In Mexico City 

Mexico's lower house of 
Congress has approved a 
solution to a nine-month dis- 
pute over a $60bn bank bail- 
out fund, a dispute which 
had paralysed legislative 
business and undermined 
financial confidence. 

Hie agreement, passed by 
the opposition-dominated 
Congress late on Saturday, is 
intended to cut the fund’s 
costs and will open tbe coun- 
try’s three largest hanks to 
full foreign ownership. It 
also ensures the fund will 
not be under the control of 
the central bank governor, a 
former finance minister who 
had previously supervised 
the botched privatisation of 
the banks. 

But in what has been seen 
as a victory for the ruling 
Institutional Revolutionary 
party (PRI), the legislation 


does not remove Guillermo 
Ortiz, the central bank gov- 
ernor, from office. Opposi- 
tion politicians had 
demanded Mr Ortiz's resig- 
nation as well as objecting to 
toe fund's terms and costs. 
The bill is almost certain to 
be approved when it reaches 
the PRI-dominated Senate. 

The new legislation cre- 
ates an Institute for toe Pro- 
tection of Bank Savings to 
replace the trust fund which 
left a SEObn bill after rescu- 
ing the banks in the wake of 
the 1994 peso crisis. 

The pro-business opposi- 
tion National Action party 
(PAN), author of the legisla- 
tion, said the new body 
coifld cut toe bail-out costs 
in half by increasing loss- 
sharing from banks on bad 
loans held by the govern- 
ment and selling off fore- 
dosed assets. . 

Tbe new law forbids offi- 


cials who took part in the 
bail out - such as Mr Ortiz - 
from sitting on the new 
institute’s board. 

However, the left wing 
party of the Democratic Rev- 
olution (PRD), the largest 
opposition force in the lower 
house, said the bill's passing 
was one of “the most shame- 
ful days” in Mexican history. 
Debtors protesting at the Ml 
stormed the session, hurting 
flower bombs at PRI and 
PAN legislators. 

The PRD had insisted on 
audits before validating gov- 
ernment promissory notes, 
given to banks as part erf toe 
rescue effort, in order to cut 
down on any cronyism 
between the PRI and sup- 
porters In the financial sec- 
tor. Hie new scheme would 
substitute tbe promlsory 
notes for tradeable paper. 
The results of audits would 
come later. 
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BRITTAN’S PLAN CONCILIATORY PROPOSAL 


EU softens 
line with US 
on bananas 


EU urges final push for S Africa trade deal 


By Michael Smith hi Vienna 


By Guy de Jonquieres 


The European Union is sot 
Jo soften its stance in its 
trade dispute with the US 
over bananas in the hope of 
prevent in « the conflict from 
overshadow in? Friday’s 
summit meet in? in Washing- 
ton between Bill Clinton. US 
president, and EU leaders. 

Sir Leon Britlan. EU trade 
enmmtssinncr. is expected to 
announce tomorrow a “con- 
ciliatory" proposal for break- 
ing the deadloek in efTorts to 
resolve the dispute in the 
World Trade Organisation. 

"He is looking at :t number 
of ways tu extend an olive 
branch to the VS." an EU 
ol tidal said. 

it was unclear, however, 
whether Sir Leon’s move 
would be enough tn dissuade 
the US from going ahead 
with threatened 100 per cent 
tariffs on EU exports in 
response to the dispute. 

The US is due lo publish 
tomorrow a final bsi of prod- 
ucts subject to the sanctions. 

The US says the sanctions 
will take will take effort on 
February 15 unless the EU 
complies by January 1 with 
a WTO disputes ruling that 
its banana import regime 
violates world trade rules. 
The EU says the US mea- 
sures would breach WTO 
rules. 

The EU is revising its 
banana regime, which gives 
preferential access to 
imports from former British 
and French colonies in 
Africa, the Caribbean and 
the Pacific. 

But the US says the new' 
regime does not comply with 
the WTO ruling and discrim- 
inates against US distribu- 
tors of Latin American fruit. 

Peter Scher, US special 
trade ambassador, said 
Washington would consider 
“in a spirit of partnership 
and friendship” any new EU 
proposals to resolve the dis- 
pute. 

However, the US would 
mil waive or delay any of its 


legal rights to hold the EU 
tn its WTO commitments. 

Mr Scher expected the US 
to publish its final sanctions 
list tomorrow, as planned, 
although a delay of “a day or 
two" was possible. 

It is believed that tbe lead- 
ing option being studied by 
Sir Leon would involve the 
EU asking a WTO trades dis- 
putes panel to rule, as soon 
as possible, whether the 
revised banana regime com- 
plied with last year's judg- 
ment against it. 

Brussels has refused until 
now to consider such a 
move, because its legal 
advisers say it might suggest 
it doubted that the revised 
regime w r as consistent with 
WTO rules. 

The EU has also rejected 
US calls for a speedy review 
□f the regime by a WTO dis- 
putes panel. 

Sir Leon’s apparent 
change of tack is said to 
reflect concern that little 
time is left to resolve the dis- 
pute. and fear that it could 
dominate President Clinton's 
talks on Friday with Jacques 
Santer, the Commission's 
president, and Viktor Klima. 
Austria's prime minister and 
president of the EU Council 
of Ministers. 

Meanwhile, the US is step- 
ping up demands on the EU 
that Europe’s Airbus Indus- 
trie consortium disclose 
more financial information 
about its successful A-340 
500/600 commercial airliner 
programme and its A-3XX 
project, which is still in 
development. 

The US says it wants to be 
sure the two programmes 
are not receiving subsidies 
above the limits set in a 1991 
agreement with the EU. 

Its demands follow pres- 
sure from Congress and 
heavy lobbying by Boeing, 
the troubled US aircraft 
maker. Some diplomats say 
that ir the EU rejects 
them, the US may seek to 
renegotiate the 1991 agree- 
ment 


European Union leaders at 
the weekend called for 
"efforts on both sides" to 
end a dispute over wine 
labelling which is holding up 
agreement with South Africa 
on a free trade agreement 
Underlining the political 
Importance the EU attaches 
to the deal, beads of govern- 
ment said they wanted to 
conclude negotiations as 
soon as possible, and 
at the latest before their 


neat summit in March. 

Elf and South African 

negotiators are tantalisingly 

close to a deal following the 
resolution of the main out- 
standing issues, other than 
the use in South Africa of 
the names of port and sherry 
for some of their fortified 
wines. 

The EU fears that failure 
to tie up an agreement 
More next April's elections 
in South Africa could lead to 
long delays. 

However, it takes a hard 


line with countries adopting 
what it considers to '.be its 
trade marks, and a dispute . 
over Switzerland's use of the 
word Champagne for some 
of Its wine was one of tbe 
last issues to be resolved in 
an EU-Svriss trade, pact 
agreed last week. 

The EU wants the South 
African wine industry 
to Stop using the words 
port and sherry on its 
labels, although it has 
offered exemptions for at 
least 13 vears on drinks 


sold within South Africa. . 

: However, -PhiEp Lowe, BU 
development director-gen- 
eral, said that South Africa 
appeared unwilling to nego- 
tiate beyond what, bad 
already been agreed. 

A deal offers widespread 
opportunities for -both, sides. 
Trade between the two 
already amounts to EculTbn 
<$l&9bn) a year with 27 per 
cent of South Africa's 
exports going to the EU and 
43 per cent of its imports 
coming from the EU. . 


Under the agreement the 
EU would abolish tariffs on 
94 per cent of South African 
imports while South Africa 
would abolish 86 per cent of 
tariffs on El) imports. 

The liberalisation would 
take place gradually - with 
the EU tariffs abolished 
over 10 years; ' mainly 
in years three . to six, 
while South- African tariffs 
would be phased out over 12 
years. 

The agreement would open 
up many agricultural mar- 


kets, although ' tbe EU lias 
insisted' that tariffs oh milk, 
beef and cereals remain. 

South Africa would also 
commit itself to negotiating 
a deal, on fisheries by the 
end of the year 2000. 

EU fleets are hoping for 
• more access to Sooth Afrf- 
- can waters. 

Mr Lowe said that the EU 
would have liked more con- 
cessions from South Africa 
over its tariffs on imported 
textiles and automotive 
products. 


Europe digs up safety case over Asian excavators 


Not all construction equipment from 
outside the EU passes its stringent 
standards. Peter Marsh reports 


E arlier this month, offi- 
cials from the Brus- 
sels-based Committee 
for European Construction 
Equipment (CECE), a trade 
body for European-based 
manufacturers, visited a 
building site in northern 
England after a tip-off about 
a “rogue” excavator. 

With the consent of the 
machine's owner, who had 
imported it from South 
Korea, via a trader in the 
Netherlands, the officials 
inspected the digger and 
found U contravened several 
aspects of European Union 
health and safety legislation. 

The visit was sparked by 
concern by the European - 
based construction machine 
manufacturers that up to 
5,000 machines (mainly exca- 
vators. but incl uding other 
products such as dump 
trucks, cranes and compres- 
sors) may have found their 
way into Europe over the 
past year from factories in 
Asia. 

It is alleged that this 
equipment, valued at up to 
DMlbn ($607 m). has been 
manufactured for use in 
Asian countries which lack 
Europe’s strict safety rules 
for plant and machinery. 

The machinery has been 
diverted to Europe because 
of lack of demand in domes- 
tic markets resulting from 
the Asian economic crisis. 
Britain, Germany, tbe 
Netherlands and France are 
the main countries where 


the machines end up. 

The claims have prompted 
European Commission offi- 
cials to launch a preliminary 
investigation. The CECE is 
preparing a formal com- 
plaint to the Commission to 
enable it to take legal action 
against traders contravening 
the legislation. 

The machine In the north 
of England was found by 
CECE officials to lack safety 
restraints and its hydraulic 
lifting mechanism was possi- 
bly dangerous. The owner 
was advised to withdraw it 
from use. 

“The importing of these 
machines Is inc reasing and 
we are seriously worried 
about the problem,” says 
Guy Raymackers, technical 
secretary of the committee. 

During 1998. a total of 
about 95,000 new excavators 
and other construction 
machines were sold through- 
out western Europe, an esti- 
mated 10 per cent higher 
than last year. Most of these 
sales have been through 
dealers authorised by manu- 
facturers. 

The unauthorised 
machines, many of which 
lack the necessary “CE" 
safety mark required for 
equipment used In the Euro- 
pean Union, are sold at a 
30-50 per cent discount 

This is done through what 
amounts to a “grey market” 
involving unofficial traders. 

The rapid growth of the 
grey market in the past year 
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depth and breadth of the CE 
legislation. 


In some cases, it is alleged, 
a "technical approval" com- 
pany will offer to forge the 
necessary safety documenta- 
tion required for a specific 
machine. 

One problem for the CECE 
Is gathering the evidence It 
needs to make a watertight 
complaint to the European 
Commission. 




Lack of denmd for excavators In domestic Asian markets has fuelled a search for buyers an Europe 


- in step with the accelera- 
tion of the Asian crisis, 
which has led to a big cut in 
building infrastructure 
development tn the region - 
has undermined pricing in 
the construction equipment 
business. 

At the centre of the con- 
troversy are a variety of 
traders across Europe who 
import machines from Asia 
which do not carry CE 
marks. Attention has 
focused particularly on large 
auction groups, including 
Ritchie Brothers and Forke 
Europe, two North Ameri- 
can-owned organisations 
which operate in the Nether- 
lands. 

These auctions act as the 
conduit into Europe for new 
and second-hand construc- 
tion machinery, some of -ft 
manufactured in Asian facto- 


ries. 

At Ritchie's most recent 
auction a few weeks ago. 
some $60m of equipment was 
sold, including machines 
made by Korean companies 
such as Hyundai and Sam- 
sung. 


B oth auction groups 
warn buyers if the 
equipment being sold 
is not CE approved, saying it 
is up to the buyer to make 
sure the machines have the 
correct specifications for 
legal use in individual coun- 
tries. 

They say they cannot be 
held responsible for the 
equipment after it leaves 
their yards. 

A second group of organi- 
sations in the import chain 
frequently gets involved 
Rafter; a . plant operator has 


purchased his machine. 
These organisations belong 
to a network of unofficial 
“CE approval" companies 
which have sprung up 
around Europe. They offer a 
service to machine operators 

brin g in g machines which do 
not have the required CE 
mark-up, to- the required 
safety standards. 

They might charge a cus- 
tomer some £2,000 ($1,200) 
for this service, adding fea- 
tures such as hanri rails or 
seating restraints. 

However. Malcolm Kent, 
chairman of the CECE's 
technical committee, and 
who works for the European 
division of .Komatsu, the 
large Japanese excavator 
manufacturer, says that In 
many cases these agencies 
cannot do the work they 
claim is possible due to the 


In the UK, the Health and 
Safety Executive (HSE), the 
government agency charged 
with workplace ~ safety 
issues, has examined several 
machines after complaints 
from European-based manu- 
facturers. but says it has 
found no evidence of equip- 
ment endangering operators 
or passers-by. 

The CECE. on the other 
hand, says bodies such as 
the HSE lack the necessary 
expertise to make the proper 
checks. 


While r some observers 
argue the machinery manu- 
facturers are concerned 
mainly about an Influx of 
cheap equipment which is 
cutting into their margins, 
and that the safety issue is a 
red herring, the equipment 
producers insist they have a 
genuine case. 

"We spend millions of 
pounds ensuring our prod- 
ucts meet the safety stan- 
dards," says an official at 
JCB. the large British con- 
struction equipment maker, 

“Other groups should not 
be allowed to sell machines 
which break the law." 
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Israel stands firm as 
Clinton starts visit 


Sub-standard ships’ database urged 
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By Judy Dempsey and Stephen 

PWer in Jemsatem 

President Bill Clinton today 
makes an historic visit to 
Palestinian-controlled Gaza 
in an attempt to rescue the 
Middle East peace process 
which he helped revive two 
months ago. 

But he received an uncom- 
promising message from 
Benjamin Netanyahu, Israeli 
prime minister, who In talks 
yesterday with Mr Clinton 
said he had no int enti on of 
handing over more West 
Bank land to the Palestin- 
ians until they had met all 
their obligations of the Wye 
River accord. 

The accord was signed in 
Washington in October by 
Mr Netanyahu and Yassir 
Arafat, president of the Pal- 
estinian Authority, after 
intense efforts by Mr Clin- 
ton- 

After some progress, the 
process broke down last 
month after Palestinians 
took to the streets in violent 
protests, demanding the 
release of political prisoners 
held in Israeli jails. 

Israel, meanwhile, post- 
poned a second of three 
proposed pullbacks from the 
West Bank onto the violence 
stopped and the Palestinians 
formally annulled clauses in 
its charter calling for the 
destruction of Israel. 


Mr Netanyahu, fighting for 
the political survival of his 
rightwing coalition govern- 
ment which opposes any 
exchange of land for peace, 
yesterday blamed the Pales- 
tinians for the breakdown. 
He was also strongly critical 
of Mr Arafat for amwunffog 
his intention to declare Pal- 
estinian statehood unilater- 
ally on May A 

“No one can seriously 
expect Israel to hand over 
another inch of territory 
unless and until an unam- 
biguous correction is made,” 
he said. . 

Mr Clinton was careful not 
to say anything in public 
likely to undermine the 
prime minister, praising him 
and other Israeli negotiators 
for their “extraordinary 
effort** to help secure the 
Wye accord. 

He also acknowledged that 
both he and Mr Arafat faced 
“serious political con- 
straints". 

But he called - on bctu 
Israelis and Palestinians ic 
bury their differences. It is 
not whether you will live 
side by side, hut how you 
live side by side," he told an 
audience of school children. 
“The violent past and the 
differences between you do 
not have to be repeated for 
ever." 

Israel has the annul- 
ment of the clauses of the 


Palestinian Charter the focal 
point of Mr Clinton’s visit. 
But this has provided a rea- 
son for Mr Clinton to go to 
the Palestinian lands, for the 
first time ever, over the 
objections of some of Mr 
Netanyahu’s ministers. 

Those clauses were expec- 
ted to be scrapped today 
with Mr Clinton present by 
the Palestinian leadership 
and members of the Pales- 
tine National Council, the 
-parliament” of the PLO- 

But yesterday Mr Netan- 
yahu was still demanding 
that the PNC vote, and not 
simply affirm, the annul- 
ment of those clauses. 

US officials were yesterday 
in Gaza working on a com- 
promise, possibly involving 
a show of hands which, if 
accepted by Mr Netanyahu, 
could help put the Wye 
peace, accord back on track. 

One symbol that the peace 
accord was reviving would 
be a meeting of the three 
leaders. 

Madeleine Albright. US 
secretary of state, said yes- 
terday: “It is our desire to 
restore the level of commu- 
nication”. But she said it 
had not been yet determined 
whether a three-way meet- 
ing could take place. If held, 
the meeting would probably 
take place at the Brez check- 
point between Israel and 
Gaza. 


UN SANCTONS COUNTRIES BURNING BLIND EYE 1 JO ILLICIT STONES 

Industry under fire 
i over Unita diamonds 



By Nicholas Shaxson 
hi Cape Town . 

A UK-based organisation has 
condemned De Beers and 
several ' governments 
involved in the world's dia- 
mond industry far failing to 
ensure better implementa- 
tion of United Nations sanc- 
tions designed to help stop 
fighting in Angola. 

The report, to be released 
today by Global Witness, the 
human rights and environ- 
mental organisation, says 
diamonds produced by Jonas 
Savimbi’s Unita rebels' are 
stiH finding theirway onto 
the market in quantity, 
despite UN sanctions that 
prohibit their purchase.. 

Claims that widespread 
smuggling and difficulties in 
identifying the- origin of dia- 
monds make sanctions hard 
to enforce are inaccurate,- 
the report says. Such claims 
are an excuse to avoid enact- 
ing painfhl. but urgent 
reforms in the diamond, 
industry. 

The report condemns sev- 
eral countries, especially 
Belgium, for turning's Wind 
eye to imports, of high grade 
illicit diamonds from Unite 
held areas -in Angola, when 
it is technically .possible ±o 
control the Dows -better. 

The UN blames Unite for 
spoiling the now lifeless 1994 


Lusaka peace accords. Unita 
relies largely on its dia- 
monds for funding, having 
lost almost all its cold war 
allies. Around two-thirds of 
last year’s total 560 Om-J 8 OOm 
Angolan diamond output 
came from Uuita-held areas, 
but the movement Is expec- 
ted to min** Tom; than half 
this year’s total of some 
JSOOm. 

The drop is partly due to 
Unite's withdrawal from 
some mining areas late last 
year, and partly because the 
easily mined surface depos- 
its are - becoming degraded 
ami . can only be exploited 
properly with large invest- 
ments- These are currently 
out of the question because 
of persistent insecurity. . . 

Unita bypasses sanctions 
which prohibit imports of 
diamonds from. Angola with- 
out a government certificate 
through Intermediaries. 

These, are ' not only in 
Angola but also, in surround- 
ing countries «uch as Zam- 
bia and the Democratic 
Republic of the Congo, 
which can easily obtain non- 
Angolan certificates of ori- 
gin. ■’ .- 

De Beers' buying offices 
around, the world fry to soak 
up as many . diamonds as : 
possible to maintain control, 
over the world market. The 
company sold abo ut 70 per 
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By Charles Batchelor, 

Transport Correspondent 
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A centra] database of 
sub-standard ships should be 
set up to improve the qualify 
of the world fleet and sink 
the “rust buckets’’, shipping 
industry leaders will be told 
today. 

A database of ships which 
failed part inspections would 
help governments. bankers, 
insurers and shippers avoid 
the risk or poor quality ves- 
sels. European shipping offi- 
cials will tell a UK govern- 
ment seminar in London. 

International efforts to 
improve the quality of the 
shipping fleet have failed to 


make progress because of a 
proliferation of "flags of con- 
venience" and single-ship 
companies, which are often 
no more than a name plate, 
officials said. 

The international shipping 
industry is so fragmented, as 
ships change ownership and 
names frequently, that it is 
often difficult for those 
involved in financing a ves- 
sel or a voyage to know who 
they are dealing with. 

Creating an international 
database - which could be 
consulted by bankers financ- 
ing a deal, brokers arranging 
a voyage and safety inspec- 
tors in port - would reduce 
the risks involved. 


The French government is 
developing a database of 
ships held for safety viola- 
tions in European ports but 
governments have often 
proved reluctant to make 
their information available 
to commercial organisations 
in the shipping Industry. 

A database which could be 
consulted by anyone in the 
industry would help com- 
mercial organisations avoid 
dealing with poor quality 
vessels and mean they could 
not plead ignorance if the 
ship subsequently sank or 

caused environmental dam- 
age. 

The threat of legal action 
against a broker or a ship- 


ping company would encour- 
age them to take more care, 
officials said. 

The International Associa- 
tion of Classification Societ- 
ies. whose members carry 
out technical inspections or 
ships when they are being 
built and at regular intervals 
thereafter, said it would pro- 
vide information on Ihc 
internet. 

The association plans to 
list ships which are nimned 
from the registry' and report 
on their movements. 

Poor quality ships often 
switch to a less reputable 

society if the owner thinks 
they will fail an inspection. 

The failure of some flag 


stales to police vessels under 
their register has led tu a 
shift in recent years to port 
inspections by the countries 
where the vessels dock. 
Regional groups of states m 
Europe and around ihc 
Pacific rim have been set up 
to apply uniform standards 
of inspection and to 
exchange information 

European governments are 
working on plans >o tighten 
up inspections in focus on 
flag register*, or miners 
with a particularly poor 
record. 

At present. European 
countries have a target of 
inspecting 2T> per cent of ves- 
sels which call at their pons. 


Kazakhstan rejects poll delay 


By Robert Corzine and 
Stefan Wagstyl in London 

Kazakhstan has rejected 
calls for its presidential elec- 
tion to be postponed in spite 
of international concern 
about whether it will be free 
and fair. 

Kasymzhomart Tokayev, 
foreign minister, said inter- 
national observers would be 
welcome to monitor the elec- 
tion on January to, but 
“postponement is not a pos- 
sibility". 

He was responding to con- 
cern voiced by the Organisa- 
tion for Security and 
Co-operation in Europe and 
other International groups 
after a prominent Kazakh 
politician, Akezhan Kasbe- 
geldin, the former prime 
minister, was excluded from 
the poll 

Mr Tokayev said Mr Kash- 
egeldin and another candi- 
date bad been excluded for 
legal and administrative rea- 
sons and not because of 


“so-called intimidation". 
Kazakhstan's Central Elec- 
tion Commission refused to 
register the candidacy of Mr 
Kashegeldin after a Kazakh 
court found him guilty of the 
civil offence of attending an 
unregistered political meet- 
ing called to form a new 
iwty. 

Mr Tokayev acknowledged 
that some Kazakh laws “are 
perhaps not so democratic". 
But be noted that President 
Nursultan Nazarbayev had 
gone so far as to seek clarifi- 
cation of Mr Kashegeldin's 
exclusion from the Kazakh 
supreme court, which 
upheld the lower court’s rul- 
ing. He said the Astana gov- 
ernment was interested In 
“the choice of the people, not 
the choice of observers". 

The election, in which 
three other candidates are 
running against Mr Nazar- 
bayev, comes at a difficult 
time for Kazakhstan, which 
has been badly hit by the 
collapse this year in the 


price of many of its natural 
resources, including oil. Mr 
Tokayev said “next year will 
be very difficult in terms of 
economic development," 
although he predicted that 
gross domestic product 
would nevertheless grow by 
243 per emit. 

The financial crisis facing 
Russia has also caused con- 
cern in Astana, which fears 
it may lead to a rise in Rus- 
sian nationalism. “We are 
concerned by the possible 
coming to power of the 
people who are very nega- 
tive to neighbouring coun- 
tries," Mr Tokayev said. Kaz- 
akhstan has a large ethnic 
Russian population and 
shares a 7,000 km border 
with its northern neighbour. 

Yevgeny Primakov, Rus- 
sian prime minister, is due 
to visit Kazakhstan later this 
month. 

Mr Tokayev said Astana 
welcomed Mr Primakov's 
support for the 1,500 km, 
S2_2bn Caspian Pipeline Con- 


sortium i CPC) project to link 
the large Tengiz oil field In 
western Kazakitstan to n 
new export terminal near 
Novorossiysk on Russia's 
Black Sea coast. 

The long delayed CPC 
project is the key to expand- 
ing Kazakh oil output, 
although the country is also 
exploring other export 
options. Last week in Wash- 
ington. Mr Tokayev signed 
an agreement with three 
western oil companies to 
study the feasibility of build- 
ing oil and gas pipelines 
across the Caspian Sea to 
Azerbaijan and on lo Tur- 
key. Mr Tokayev said the 
study was the result of meet- 
ings last year between Mr 
Nazerbayev and President 
Bill Clinton and Vice-Presi- 
dent A1 Gore of the US. 
which is lobbying hard for a 
trans-Caspian energy corri- 
dor that bypasses both Rus- 
sia and Iran. 

Although Mr Tokayev 
described the study as “very 



Tokayev; welcomed observers 

positive”, he acknowledged 
there were a "lot of doubts" 
about the costs and techni- 
cal complexities of building 
undersea pipelines in the 
region. 

There is also not enough 
discovered reserves in west- 
ern Kazakhstan to support 
two large export pipelines, 
although drilling will begin 
next spring on offshore pros- 
pects that some industry 
observers believe could rival 
Tengiz in size. 


cent of all the world's rough 
diamonds last year. 

Before sanctions were 
applied in July the company 
admitted buying large 
amounts of Angolan dia- 
monds from outside formal 
channels. These accounted 
for a large slice of the com- 
pany's $4.6bn sales of uncut 
diamonds last year. 

.“We are challenging De 
Beers to clarify what inter- 
nal changes to their operat- 
ing structure have been 
made to ensure Unita dia- 
monds are not finding their 
way Into IDe Beers’] central 
selling operation," said Char- 
mian Gooch, of Global Wit- 
ness. But Andrew Lamont 
De Beers spokesman, said 
his organisation was stick- 
ing closely to the terms and 
spirit of the embargo. 

DiamDdd analysts in Ant- 
werp. the world’s biggest 
market for rough diamonds, 
said that it was usually 
impossible to Identity the 
origin of individual dia- 
monds, but they could recog- 
nise the source of large par- 
cels of diamonds. ; 

Hie report says the huge 
quantities of Angolan dia- 
monds meant -it would be 
hard to find enough non- 
Angolan diamonds, to dilute 
parcels so -they would avoid 
recognition by .trained 
experts. 


SUCCESS IS A DIRECT RESULT OF AMBITION, 
CONNECTIONS AND A REALLY GOOD T0-D0 LIST. 
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A „ i«i i* WESTERN MEDIA IN CHINA _ __ 

Asean seeks speedy trade liberalisation gj SI1 £y ^ hints 

By Jonathan BirriiaU In Hanoi consensus shattered bv an sures supposed to demon- nam, to more rapid trade lib- land, Singapore and the Phi- are “boJd' 7 economic mea- %7 


By Jonathan BirchaU In Hanoi 

Foreign and economic 
ministers from the nine 
members of the Association 
of Southeast Asian Nations 
(Asean) hare approved a 
broad set of proposals aimed 
at speeding up the liberalisa- 
tion of regional trade and 
investment. 

But the accord, readied in 
Hanoi ahead of tomorrow’s 
summit of Asean leaders, 
may only partly offset the 
growing signs of disarray 
within the group amid con- 
tinuing economic and politi- 
cal problems of its members. 

Asean leaders head for 
Hanoi after a year which has 
seen the tradition of Asean 


consensus shattered by an 
unprecedented series of open 
rows between individual 
members over issues includ- 
ing the anti-Chinese riots in 
Indonesia, and the trial of 
Anwar Ibrahim, Malaysia’s 
deputy prime minis ter. 

The main task for Asean 
is to come out with a dear 
signal that despite the diffi- 
culties that some of us are 
in... .we remain united, we 
remain committed to the 
goals that we have set for 
ourselves,” said Ali Alatas, 
Indonesia's foreign minister, 
on Saturday. 

During two days of pre- 
summit talks In Hanoi, 
Asean ministers reached 
agreement on economic mea- 


sures supposed to demon- 
strate their renewed commit- 
ment to those goals. That 
included a decision to 
advance the date for the 
introduction of the Asean 
free trade area (Alta) by one 
year, from 2003 to 2002. The 
ministers also decided to 
bring forward creation of the 
proposed Asean Investment 
area from 2010 to 2008, which 
would open all Industrial 
sectors to investment from 
inside and outside Asean. 

But the economic agree- 
ment fell short of more 
ambitious proposals to 
advance the start date for 
Afta to 2003, reflecting resis- 
tance from poorer Asean 
members, including Viet- 


nam, to more rapid trade lib- 
eralisation. 

It was also offset by open 
disagreement between the 
nine foreign ministers over 
Cambodia's renewed attempt 
to become Asean's tenth 
member. Cambodia's origi- 
nal attempt to join Asean In 
July 1997 was halted at the 
last minute after the current 
prime minister, Hun Sen, 
ousted his rival coalition 
partner, Prince Norodom 
Ranariddh, during fighting 
in Phnom Penh. 

Following a recent agree- 
ment on a new coalition, 

Vietnam, Indonesia and Mal- 
aysia have been pushing for 
Cambodia's admission at the 
Hanoi summit. But Thai- 


Thai finance companies’ 
asset sale due this week 


By Ted Bardacke Si Bangkok 

Thailand's Financial Sector 
Restructuring Agency (FRA) 
is this week set to auction 
$10.3bn of assets seized, last 
year from 56 liquidated 
finance companies. 

The agency is pressing 
ahead with the sale despite 
political pressure, national- 
ist accusations of selling the 
country to foreigners and 
the resignation last week of 
its number two executive. 

FRA officials described the 
auction as the world's big- 
gest one-day asset sale ever. 
Whether that claim stands 
up after the auction results 
are announced on Wednes- 
day and at what kind of dis- 
count has been the subject of 
much debate. 

Liquidating the assets is 
crucial to Thailand’s eco- 
nomic recovery, said Amaret 
Sfla-on, FRA chairman. He 
said the market clearing 
effect of the sales should 
help boost new foreign 
investment and revive a 
moribund property market 
by setting benchmark prices 
for real estate assets. 

Most loans up for sale are 
bad and are backed by prop- 
erty collateral. Banks are 
expected to be required to 
write down the value of the 
collateral backing their own 
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bad loans to levels close to 
those received by the FRA. 

Tarrtn Nimmanahae- 
minda, finance minister, has 
warned the FRA to avoid a 
fire sale. It is his jab to con- 
vince taxpayers to make up 
any shortfall between the 
auction prices and govern- 
ment lending and guaran- 


tees extended in 1997 when 
much of the country's finan- 
cial system teetered on the 
brink of collapse. 

Any assets that are not 
sold will be transferred to a 
separate government agency 
charged with rehabilitating 
them over a five-year period. 

Some analysts say that 
with only a dozen companies 
completing all the documen- 
tetion necessary to bid, there 
is a good chance bids will 
fall well below the 48 per 
cent recovery rate on vehicle 
hire purchase and residen- 
tial mortgages auctioned ear- 
lier this year. 

“The FRA is caught . 
between being flexible to get 
the assets bade out on the 
market and political pres- 
sures to keep prices respect- 
able,” said one potential bid- 
der. The FRA has set a 
reference price - but not a 
minimum price - for each of 
the 42 separate tranches of 
loans on offer. 

The key issue is what the 
FRA does with bids below 
their reference price.” said 
Craig Plumb, research direc- 
tor at property consultant 
Jones Lang Wootton. who 
feared not enough assets will 
be sold to create benchmark 
prices. There are quite a 
few tranches that won’t get 
more than one very low bid. 


if anyone bids at all.” 

Several investment bank- 
ers disagreed and thought 
the FRA would sell most of 
the assets, albeit at a large 

Innovative bidding tech- 
niques such as letting pre- 
qualified bidders design 
their own tranches and a 
“Bangkok-bid” scheme 
whereby bidders would be 
able to bid on multiple 
tranches by prioritising their 
bids, have helped to foster a 
feeling among potential 
investors that the FRA is 
market friendly. 

Several potential bidders, 
especially those without 
large-scale lending infra- 
structures in Thailand, are 
also understood to be acting 
as informal brokers for debt- 
ors who want to buy their 
loans back at a discount. 

The FRA prohibits debtors 
from directly bidding in the 
auction but permits bidders. 
and even encourages 
to restructure debt in 
co-operation with borrowers 
once they acquire the loans. 

Delays in amendments to 
Thailand's cumbersome 
bankruptcy and foreclosure 
laws will lower the price 
offered for assets but are 
unlikely to scare investors 
into not bidding, potential 
bidders said. 


land, Singapore and the Phi- 
lippines argued that Asean 
sho uld wait until the politi- 
cal situation In Cambodia 
settled down and blocked the - 
move. 

The dispute over Cam- 
bodia is particularly embar- 
rassing for the host, Viet- 
nam, which had expected its 
ally to be admitted at this 
summit Hun Sen himself 
arrived in Hanoi for a 
two-day offioia? visit and had 
hoped to take part in the 
summit discussions. 

Asean ministers, mean- 
while, have been trying to 
play down the importance of 
the Cambodian issue, seek- 
ing to focus attention 
Instead on what they argue 


are “bold" economic mea- 
sures demonstrating Asean’s 
continued committed to free 
trade and to increased eco- 
nomic co-operation. 

"We know that unless we 
consolidate our economic 
integration we cannot really 
compete later on in global 
markets," said the Philip- 
pines' foreign secretary 

Domingo Blazon. 

The group’s efforts to revi- 
talise' its members’ econo- 
mies are also expected to 
benefit from an. additional 
Infusion of up to $&&bn of 
tied Japanese project aid, to- 
be armnunr-ftri on Wednesday, 
at a meeting with Keizo Obn- 
chi. the visiting Japanese 
prime minis ter- 


Mahathir seeks 
boost for ailing 
property market 


By SheDa McHuity 
In Kuala lumper 

Mahathir Mohamad, the 
l Malaysian prime minister, 
yesterday launched a nation- 
wide “Home Ownership 
Campaign” to absorb M$5bn 
(USSl.Sbn) worth of the 
country's property overhang, 
worth around MgSQbn. 

The month-long campaign 
would include easing restric- 
tions on purchases by for- 
eigners and providing 10 per 
cent discounts to all buyers, 
with an extra 5 per cent 
reduction in prices for the 
majority Malay race. 

Analysts said Malaysia’s 
erversuppiy problem followed 
a building binge that saw 
even chocolate maker s diver- 
sifying into property before 
the regional financial crisis 
began. Dr Mahathir blamed 
-the "previous financial 
administration in the coun- 
try" for the overauppty prob- 
lem by curbing demand for 
property through a decision 
that it was hot a priority 
area for lending. 

The central bank curbed 
loans to the sector at the 
first signs of the regional 
financial crisis, fearing 
banks were over-exposing 


themselves to the risk of 
widespread defaults when 
the rush to buy property 
inevitably stopped with the 
economic slowdown. 

But Dr Mahathir has since 
taken charge of the economy 
and rolled back those restric- 
tions, urging banks to 
resume lending to pull the 
country out of recession. 
Until January 12, foreigners 
without work permits would 
be permitted to borrow up to 
50 per cent of tile purchase 
price from Malaysian finan- 
cial institutions to buy resi- 
dential properties worth 
more than MJ25O.0OQ. They 
are usually barred, from 
obtaining any loans. 

Foreigners with work per- 
mits would be permitted to 
borrow up to 95 per cent of 1 
the purchase price of resi- 
dential property costing, 
more than M$250 JXX), instead 
of the normal 60 per cent 
flnanring limit. Dr Mahathir 
said there was enough 
money in the system to pro- 
vide these loans since Malay- 
sia imposed capital controls, 
in September to retain -as 
much liquidity as possible. 
He iruristgrf the hunks have- 
been too cautious with their 
lending. 


at better ties 


By OiHstopber Partes 
in Los Anpetes . -j 

Walt Disney is “making 
progress", with its courtship 
of the Beijing government, 
renewing after a two-year 
hiatus the top-level relation- 
ships essential for its ambi- 
tions to expand in China, 
according to company offi- 
cials. 

Following last week's pub- 
lic rehabilitation of Rupert 
Murdoch, pictured in the 
China Daily newspaper shak- 
ing hands with President 
Jiang Zemin, the rapproche- 
ment augurs well for west- 
ern media groups seeking a 
share of the world's last 
great unexploited market 

A Disney executive said a 
recent meeting between 
Michael Eisner, group chair- 
mam and “the top” in 
Beijing had gone well, 
and hinted at improving 
prospects for- permission 
to . show Disney films in 

China 

None of the company's 
films has been released since 
-the Chinese government 
took offence at the Tibetan- 
themed Kundun, released In 
the US and elsewhere in l996 
despite warnings from the 
Beijing leadership. 

' The first hints of a thaw 
emerged at the weekend as 
the wwwpany namaH Judson 
Green to spearhead interna- 
tional pnc paTirinn of its parks 
and resorts business. 

Mr Green, 46, has been 
promoted from president to 
chairman of Walt Disney 
Attractions, which has been 
reorganised to combine all' 
the group's interests in 
so-called, location-based 

er tf p rtelniqpnlL 

. His primary role will be 
long-term strategy with "spe- 
cific emphasis on interna- 
tional expansion including 
China,” .the company said 

He will also reinforce the 
efforts of John Feenie, 
posted to Hong Kong last 
year in the new job of execu- 


tive. vice-president -for Chi- 
nese affaire. 

Concrete evidence that the 

stand-off is over may come 
shortly when Disney hopes 
to release MuLcm, an ani- 
mated. working of a Chinese 
story, after long negotia- 
tions. 

Mr Eisner's visit, revealed 
In the Financial Times in 
October, was not accorded 
the publicity given the News 
Corporation chairman, 
which may suggest more 
diplomacy or time is needed 
for the damage to heal. 

News Corp was frozen out 
in 1993 after Mr Murdoch 
said satellite television was 
a threat to totalitarianism. 

While moving into China 
with theme parks, retailing, 
films and broadcasting is a 
primary Disney aim, the 
company is developing and 
testing several entertain- 
ment concepts In the US 
with. wide-ranging interna- 
tional expansion in mind. 

These include mall-based 
ventures such as Club Dis- 
ney for toddlers, Disney- 
Quest for electronic games 
players and ESPN Zone for 
sports fans. These projects 
will be grouped together 
with existing theme parks, 
the flod g Un g cruise line, 
the group’s Imagineering 
division - an ideas factory 
which includes hotels and 
real estate management - in 
the new-look Attractions 
arm. 

Mr Green's former role 
will be filled by Paul Fres- 
sler, 42, the current presi- 
dent of Disneyland, the 
group's oldest theme park, 
in Anaheim, finiifomia. 

A former toy company 
executive^ he joined Disney 
in 1987. and ’"■ite his mark 
overseeing fha international 
expansion of The Disney 
Store from 180 to 335 shops. 
Both Mr Green and Mr Pres- 
sler vrill report directly to 
Mr Eisner. 

Mr Green replaces Richard 
Nunis. 66, who Is retiring. 


Sultan Kermally drags economics by the scruff of its neck into the Information 
Age in his book, When Economics Means Business, which is published today. 
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!*°!: l I l .9. fl i:-^.l D ,!.!|j6 G0VERNMENT MAY LIMIT SPENDING BY BOTH SIDES IN RUN UP TO MONETARY UNION VOTE 


Emu campaigns face budget cap 


By Robert Peston, 

Political Editor 

A ceiling on campaign 
spending in referenduma is 
Ufcely to be introduced; by 
the .UK. government, in a 
move that will be attacked 
by opponents of .European 
monetary union as unfair to 
them. 

Ministers are concerned at 
the failure to propose limits 
on referendum spending in 
the recent report on the 
funding of political parties 
by Lord Neill's co mmi ttee on 
standards In public life. 

They regard this as an 


'"unsustainable anomaly" in 
the light of the Neill pro- 
posal that general election 
spending should be no more 
than £2Qm (team) per party. 
It seems ridiculous that 
there should be constraints 
on funding for one kind of 
ballot but not for another," 
said one minister. “We win 
correct this," 

The suggested -ceiling on 
campaign spending is £Sm. 
M It is not set in stone but 
that seems about the right 
level," said a senior member 
of the ruling Labour party. 

The government is likely 
to be accused Of changing 


the rules to aid the strug- 
gling pro-Emu campaign in 
the run-up to a referendum 
expected in 3002 or 2008 on 
whether sterling should par- 
ticipate in monetary union. 

The anti-euro movement 
appears to have access to 
vastly greater financial 
resources than the pro-Euro- 
peans, following a pledge by 
Paul Sykes, the outspoken 
millionaire, to contribute 
£20m to their cause. 

The' pro-Europeans have 
had difficulty raising funds, 
even though the heads of 
most big businesses favour 
joining the new currency. 


The pro-euro campaign, 
led by Lord Hollick, chief 
executive. of United News 
and Media, has made no 
secret of its difficulty in 
obtaining money, and fears 
it will be massively outspent 
by the "Eurosceptics". 

Heads of public companies 
seem reluctant to ask their 
boards to authorise corpo- 
rate donations and lack the 
personal wealth of Mr Sykes. 

The government is plan- 
ning a draft bill next year 
setting out how it will put 
the Neill proposals Into 
effect. Anti-Emu campaign- 
ers can. however, take heart 


from a ministerial decision 
to enact a Neill recommen- 
dation b anning the govern- 
ment from using the civil 
service and public resources 
to support its case in any 
referendum. 

NeiU criticised even the 
sending out of supposedly 
neutral information by the 
government in the run-up to 

a referendum. 

The main political parties 
are to discuss working defi- 
nitions of such concepts as 
"general election expendi- 
ture" so that the proposed 
new party fending watchdog 
can draw up its rules. 


Knowledge ‘plays 
big role’ in spurring 
productivity growth 

OECD think-tank report puts Britain high 
up international league for mechanisms to 
encourage Innovation, writes Peter Marsh 


Spending on innovation 




B ritain may be well down 
most International 
league tables in terms 
of general competitiveness, 
but it receives some comfort 
In a recent report from the 
Organisation for Economic 
Co-operation and Develop- 
ment on mechanisms for 
encouraging innovation. 

The report from the 
29-nation think- tank puts the 
UK higher than other indus- 
trialised. nations, including 
Germany, France and Italy, 
in the contribution to overall 
productivity growth from 
“knowledge-based indus- 
tries". These include areas 
such as high-value services 
and pharmaceuticals. The 
report also says Britain has 
"few pronounced weak- 
nesses" in Its efforts to pro- 
mote innovation. 

Such thou gh ts may cheer 
Peter Mandelson, trade, and 
industry secretary, who 1 b 
publishing, a consultation 
document on Wednesday on 
ways to Improve UK indus- 
trial -performance. Mr 


Mandelson win emphasise 
efforts to encourage big and 
small companies to talcs up 
knowledge-based ideas, in 
areas such as “smart" elec- 
tric motors, or to use the 
Internet to Unfc with suppli- 
ers and customers. . 

John Diebold, a US tech- 
nology and management 
consultant who has wri t t e n 
about knowledge-based 
-industries and advised the 
German government on the 
subject, says: “Britain 
is... in a good position to 
take advantage of these 
ideas. It is a market-based 
society and more hospitable 
to innovation, particularly- in 
service-based activities, than 
a number of other countries. 
Including Germany." 

The OECD report ranks 
countries according to how 
they. Cue in efforts to pro- 
mote 'knowledge-based 
industries. It says these 
include high-tech manufac- 
turing (covering aerospace, 
electronics, computers, phar- 
maceuticals), and services 
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based on communications, 
finance and insurance. 

The OECD says know- 
ledge-baaed Industries in the 
Group of Seven leading 
industrialised countries 
accounted for about a quar- 
ter of gross domestic product 
growth between 1980 and 
1994. These industries con- 
tributed most to productivity 
improvements In the US, 
where during 1980-94 they 
accounted for nearly half 
total business productivity 
growth. In Britain, Canada 
and Japan, the figure was 
just over one third. In Ger- 
many it was SO per cent, and 
In France and Italy 25 per 
rent 

On innovation, the report 
says': “It is less the invention 


Da do « kU w nr att m oqmAm* in m jbcum 


of new products and pro- 
cesses and their initial com- 
mercial exploitation that 
generate major economic 
benefits, than their diffusion 
and use." 

Looked at in this way, the 
UK scores fairly highly. The 
report estimates how much 
the country’s "total innova- 
tion expenditures” are 
accounted for by research 
and development, and how 
much by "diffusion-oriented" 
procedures such as produc- 
tion design or market analy- 
sis. In both, areas, companies 
gain ideas through linking 
with outside groups as well 
as through internal R&D. 

The OECD finds 32£ per 
cent of the UK's “innovation 
expenditures" consist of 


R&D - less than the 33.5 per 
cent average for the 13 coun- 
tries in the study. However, 
Britain scores higher than 
average on product design 
and market analysis. These 
account for 28.4 per cent and 
82 per cent respectively of 
the UK's total "innovation 
effort", compared with an 
average for the study of 24 
per cent and 6.6 per cent. 

The report finds that 
Britain - and the US , Can- 
ada Finland - b«« a 
“weak point” in vocational 
training, preventing enough 
qualified people becoming 
available. 

Technology, Productivity and 
Job Creation. OECD, 2 Rue 
Andre Pascal 75775, Paris 
Cedex 16. 


PM says 
N Ireland 
prisoner 
releases to 
continue 


By John Money Brown 
in Dublin 

Tony Blair, the UK prime 
minister, yesterday said the 
release of terrorist prisoners 
in Northern Ireland would 
continue despite rails from 
the pro-British Ulster Union- 
ist party for further releases 
to be linked with progress by 
the Irish Republican Army 
on dismantling its armoury. 

Mr Blair indicated he was 
prepared to take a commit- 
ment by Sinn Fein, the IRA’s 
political wing, to the peace 
process at face value. 

"We have got a distance to 
go and we want to see all the 
weapons taken out of the sit- 
uation in Northern Ireland 
and we have made that clear 
right from the word go. 1 
still believe that we have a 
lot to hope for. I think the 
Good Friday agreement is 
the only basis on which 
Northern Ireland is going to 
have a peaceful and secure 
future,” said Mr Blair. 

John Taylor, UUP deputy 
leader, said prisoners should 
be let out only if there was 
progress on decommission- 
ing. 

David Trimble, the prov- 
ince's first minister and UUP 
leader, said: "We are quite 
disappointed at the failure of 
the Sinn Fein leadership, 
who have it within their 
power to resolve this issue." 

Martin McGuinness, Sinn 
F6in chief negotiator, urged 
Mr Trimble to "face down" 
hardline unionists. "We are 
facing a full-front assault by 
rejectionist unionists within 
Mr Trimble's party who have 
gained the upper hand in 
recent times," he said. 

The row over decommis- 
sioning comes amid reports 
that republican hardliners 
have taken control of the 
IRA after last week’s conven- 
tion. 

Brian Keenan, a 
well-known west Belfast ter- 
rorist. replaced Thomas 
“Slab" Murphy, a South 
Armagh farmer, at the helm 
of the organisation. 


NEWS DIGEST 


MOTOR INDUSTRY 


Delayed model launch hits 
BMW-owned carmaker 

Hopes ot reviving Rover, tne UK carmaker owned by BMW 
of Germany, with the new 75 model could run into diffi- 
culty, with the launch date delayed by up to two months. 
The delay has been blamed on quality problems. The proj- 
ect has already been hit by the surprise resignation last 
month of Doug Dickson, respected manager ot the Cowley 
plant in Oxford, where the new car is being built. Rover is 
losing its share of a dwindling market, and only last week 
agreed a deal with unions to cut costs with job losses and 
more flexible hours. Rover said the launch might be as late 
as July due to difficulty meeting BMW's strict quality rules. 
Industry experts stressed that the delay was not unusual, 
but could damage the company's finances. Rover is rely- 
ing on production forecasts ot 125,000 cars a year for the 
75, to be built at a new ?300m “factory within a factory" 
at Oxford. Juliette Jawit, Birmingham 

ENGINEERING PRODUCTIVITY 

UK ranks 11th of 14 EU states 

The UK's engineering industry ranks 11th out of 14 Euro- 
pean Union nations in terms of productivity, according to a 
report compiled on behalf of the European Commission. 
The findings underline the problems facing the UK as it 
attempts to improve competitiveness, a subject to be 
addressed this week in a government policy paper. 
According to the EC document - produced by tio. a Ger- 
man research institute - the output of Britain's mechanical 
engineering industry in 1996, cn a value-added basis, was 
worth Ecu35,40Q (541.772) per worker. The average for the 
EU was Ecu 48,100 per worker. The value-added measure 
gives the total amount ot production for each country, 
minus the inputs such as costs of bought-in parts. Of the 
other EU natrons, only Ireland. Greece and Portugal had 
lower levels. Failings in this area will be highlighted 
Wednesday's policy paper, intended to be a statement of 
‘industrial strategy”. Peter Marsh, London 

FINANCIAL REPORTING 

Banks attack harmonisation 

UK banks will today launch an unprecedented attack on 
plans to harmonise international financial reporting of 
financial instruments, which they see as an attempt to 
impose US rules. Andrew Buxton, president of the British 
Bankers’ Association, will say in a letter to Sir Bryan Cars- 
berg, secretary- general of the International Accounting 
Standards Committee, that the plans are an attempt to 
"Impose" US rules that are “incoherent” and "heavily critic- 
ised". The outspoken attack comes as the IASC meets 
today In Frankfurt to agree a new standard and complete 
a core package of rules to be considered by Iosco, the 
club of world stock market regulators. If endorsed, the 
rules will govern cross-border listings for multinational 
companies seeking capital in the US, Canada and Japan. 
IASC rules are already accepted in all other leading stock 
markets, including London. But UK banks follow UK rules 
and the BBA's attack will be seen as recognition that the 
lASC's influence is growing and that it may soon set the 
framework for all national accounting standards, including 
those in Europe. Jim Kelly, London 
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INSIDE 9 TRACK 


P ROFILE SIMO N KUKES^ PRESIDENT TYIIMFN OIL COMPLY 

A refined 

recovery 

strategy 

Anthony Robin** meets an improbable S 

uragon-slayer who is crsabng companies, known aa toiling, 

opportunities out of an economic crisis “° ne ° f °^ r ^ decisions 


When the going gets 
F ~ tough, the tough get 
going - and few 
things can be tougher than 
building up a company in 
Russia these days. 

Simon Kukes. the 52-year- 
old president of Tyumen OD 
Company (TNK), Russia's 
flfth-largest o3 company by 
sales and third-largest by 
reserves, says his country’s 
financial crisis is an opportu- 
nity to rebuild the invest- 
ment-starved post-Soviet 
economy from scratch. 

He believes the crisis will 
speed the demise of the 
unwieldly conglomerates 
that grew out of Russia's 
flawed privatisations. 

Unless oil prices recover 
from their depressed levels, 
he predicts some of the big 
financial-industrial groups 
will go bankrupt this winter. 
Assets will be sold off to pay 
debts. Hopefully, they will 
be bought by a new genera- 
tion of entrepreneurs who 
will make better use of 
them. Only then will Russia 
be able to make a fresh 
start 

Mr Kukes, a Moscow-born, 
US-trained oil engineer, is an 


president of TNK in Febru- 
ary. when he launched a 
plan to integrate the com- 
pany from the oil field to the 
petrol pump, and began the 
search for foreign finance for 
important investment pro- 
jects. 

The changes in TNK dur- 
ing the past nine months 
have been dramatic. The 
workforce has been cut by 20 
per cent to 40.000; productiv- 
ity at the wells is rising; and 
the quality of refined prod- 
ucts from the company’s 
ageing refinery is improving. 


over to low value-added pro- 
cessing operations for other 
companies, known as tolling. 
“One of our first decisions 
was to stop tolling and 
increase the throughput of 
our own oil. Since then, we 
have raised the quality and 
increased the volume of 
higher value refined prod- 
ucts and strengthed our posi- 
tion in the Moscow area 
market" says Mr Kukes. 

The strategy is clear. “My 
arm is to pick up all the mar- 
gins from production, 
through transport and refin- 
ing to the retailing of refined 
products and the export of 
crude for hard currency,” he 
says. 

Unlike many of his coun- 


Mr Kukes and his team of terparts in Russian industry, 
US and Russian managers Mr Kukes enjoys the foil 


have also pushed ahead with 
an ambitious petrol station 
franchising programme 
which will give the company 
400 outlets in and around 
Moscow by the end of the 
year. 

To raise output and pro- 
ductivity at the Samotlor 
field Mr Kukes signed a 
“strategic agreement” with 
Halliburton, the US ofi- field 
production specialist. ‘‘We 
have got some very nice 
additional oil out by con- 
trolled explosions to release 
pockets of oil in various 


backing of TNK’s majority 
shareholder. Alfa Bank, led 
by Mikhail Friedman, and 
Renova, a small group of US 
and Russian private inves- 
tors. have a 51 per cent stake 
in the company through 
Novy Kholding. 

But the company still 
faces serious challenges. JP 
Morgan, the US investment 
bank, was recently engaged 
to look for a strategic part- 
ner that might be interested 
in buying up to ooe-fifth of 
the company. But with oil 
prices in the doldrums. 


Improbable dragon-slayer Investment -starved petro- 


He is small, quietly spoken, 
wryly Jewish, and very 
smart. That makes him a 
very different manager from 
the typical Soviet nachalnik 
(autocrat), trained to raise 
production at whatever cost 
Mr Kukes’s approach to 
business is more rational, 
and, unlike many Russian 


‘He plans to raise 
TNK’s profile with 
foreign bankers 
and domestic 
consumers’ 


leum companies are not 
exactly a hot ticket. Even 
the Russian government, 
which retains a 49 per cent 
stake in TNK. has twice 
failed to sell its shares. 

As for financing. Ger- 
many's Westdeutsche Lan- 
desbank recently agreed a 
second tranche $i05m 



companies, he plans for the (£65.6ml, 18-month loan on 


long-term. 

The industrial legacy of 
the Communist era is so dis- 
mal - shoddy equipment, 
outdated technology, envi- 


strata," Mr Kukes says. 

TNK has also engaged 
ABB Lummus, a subsidiary 
of the Swiss-Swedish engi- 


ronmental disasters - that, nee ring group, to modernise 
Mr Kukes says only an incre- the ageing Ryazan refinery. 


the security of crude export 
income, and Mr Kukes is 
negotiating with the US 
EximB ank for a credit of up 
to $550m to cover the import 
of US-made oil lifting equip- 
ment. Access to conven- 
tional bank loans for work- 
ing capital and other 
purposes remains difficult 
Mt Kukes is pushing 


mental strategy makes built in the 1960s with a the- tional bank loans for work- r 

sense. In the first instance, oretical capacity of 17m tons Ing capital and other c 

this requires repairing the a year. purposes remains difficult w 

damage and neglect inker- It was run-down and given Mt Kukes is pushing g 
ited from the Soviet era. — - 
Only then can companies t 

Essential Guide to Simon Kukes 

and investing in better tech- 
nology. Bom: Moscow. December 1946. Moscow. Lured away i 

All that would be difficult Education: Graduated from foe by Mikhail Khodorkovs 

enough to achieve in a di- Moscow Chemical Technical Institute foe Yukos oil company 

mate of financial stability. In in 1969. Gained a doctorate in kinetic desperately needed pr 

Russia’s predicament, run- chemical processes in 1973. management to ration; 

ning an oil company Emigrated in 1977, when sprawling assets, 

demands ingenuity, improvi- anti-semitism was rife in foe Became president o 

sation and dogged determi- Communist Party leadership. Went to February this year, 

nation. Rice University in Houston, Texas Hitting targets: Aims 

TNK, privatised in 1995, where he received another doctorate. a world-class oil comp 

produces most of its oil from Has 128 patents to his name. already is In terms of f 

the Samotlor field in western Career ladder After Rice University, probable reserves. 

Siberia. Two decades ago. he stayed in foe US and became foe Management style: U 

Samotlor accounted for technical director for Phillips shows in constant moi 

nearly half of tbe Soviet Petroleum. financial information ai 

Union’s annual production Switched to Amoco in 1986 as head relationship with share 
of about 600m tons. Today, of its technical centre, later becoming relatively informal coUe 

the field is water-logged and director of international relations. management style, 

fractured and barely pro- Went back to Russia in 1995 as He is also an oilman 

duces 2im top s a year. vice-president of marketing and understanding not on!) 

Mr Kukes was appointed refining at Amoco’s subsidiary in technicalities but aJso 


ahead with plans to raise 
TNlCs profile both with for- 
eign bankers and domestic 
co nsumer s. 

At a- time when tbe Rus- 
sian advertising industry is 
reeling from the post-August 
collapse in revenues, TNK 
went ahead with a low-bud: 


ous five-part TV commerdaL 
The series kicks off with a 
Russian tank screeching to a 
halt at a TNK petrol station 
and being filled up “with the 
best and the strongest” by a 
beautiful but terrified pump 
attendant before roaring off 
to various destinations - 


get but snappy and hnmor- Including Moscow’s Red 


nology. 

All that would be difficult 
enough to achieve in a di- 
mate of financial stability. In 
Russia's predicament, run- 
ning an oil company 
demands ingenuity, improvi- 
sation and dogged determi- 
nation. 

TNK, privatised in 1995, 
produces most of its oil from 
the Samotlor field in western 
Siberia. Two decades ago. 
Samotlor accounted for 
nearly half of tbe Soviet 
Union's annual production 
of about 600m tons. Today, 
the field is water-logged and 
fractured and barely pro- 
duces 2lm tons a year. 

Mr Kukes was appointed 


Moscow. Lured away a year afterwards 
by Mikhail Khodorkovsky, president of 
foe Yukos oil company, which 
desperately needed professional 
management to rationalise its 
sprawling assets. 

Became president of TNK in 
February this year. 

Hitting targets: Aims to tixn TNK into 
a world-class oil company, which It 
already is In terms of proved and 
probable reserves. 

Management style: US experience 
shows in constant monitoring of 
financial information and costs, close 
relationship with shareholders and a 
relatively informal collegia) 
management style. 

He is also an oilman’s oil man, 
understanding not only oilfield 
technicalities but aJso the problems of 


Irving and working in a harsh dimate 
I and in isolated communities. Forced 
I by low oil prices to cut staff by . 

20 per cent, he promised to - 
index wages to inflation 
from January. 

Time out Plays tennis and used to 
practise martial arts. Remans very 
attached to his native country, where 
his "very independent* 84-year-old 
mother "struggles on her tiny pension* 
and his elder brother "has to run Hke 
hell to make ends meet although he is 
a department head at Moscow’s best 
medical school". 

Gently chides western banks and 
institutions "which lent Russia $10bn 
and expect miracles’. Maintains they, 
Hke everyone else, must I earn to 
be patient in this vast country 
of extremes. 


Square and the Washington 
White House. 

In the last shot Mr Kukes 
himself stars as the TNK 
president just about to cut 
the ribbon on yet another 
blue and white station as the 
now familiar - but still 
slightly shocking - tank 
roars up at tbe crucial 
moment. “Employing our 
own stars kept the cost 
down,” an Alfa Bank execu- 
tive notes approvingly. 

While Mr Kukes is rebuild- 
ing TNK, he believes deter- 
mined. government action is 
nece ssa r y in two vital areas 
if Russia is to recover from 
its crisis. The first is a 
broader-based and more 
transparent tax system 
which encourages reinvest- 
ment. The second is an 
agreement oh the sharing of 
oil production, which was 
approved by the Duma (par- 
liament) last week. 

Only then will it be possi- 
ble to attract the billions of 
dollars of foreign investment 
and skills needed to process 
and add value to Russia’s 
resources. That is where the 
country's future competitive 
advantage lies, be adds 



TIM JACKSON 

ON THE WEB 


Coming up trumps with card sales 


How low can you go? A US greetings card 
assumptions about the profitability of selling 

What is the lowest-value 1997. Working on 
item you can sell profitably Amazon.eom’s account. Ms 
over the Internet and then Undau remembered her 
nhysicaUy deliver? When I mother's birthday at the last 
asked my company’s chief minute, and used Amazon to 
financial officer this find the perfect preen t: a 

nuaation. he guessed that it coffee-table book about piers 
was around S6. and Jetties perf^t because 

The correct number will her mother was then 
prove highly significant in building a pier on a Texas 
the world economy over the lake. 

next 10 years. For if But on her way home Ms 

low-value items -can be Undau. now 31. realised 

houaht over the Internet, for she’d forgotten tbe card. As 
more industries than anyone she mi»ed on how great it 

SjW realises could be • would be to app y the 

revolutionised by the growth Amazon principle letting 

people chorea birthday 

&♦ nresent probably the card over the web. an 
JnStc and book entrepreneurial lightbuib 

retailers have the lowest went on. 

ticket”. But last Researching the market in 

JSb^ompany was autumn 1297. Lmdau found 

Znncted thatseJIS items that 75 per cent of the US 
ships Population send greetings 

STm to customers at prices cards. While men send only 

kSTosK. 75. - 3 average 

qSrks.com. which sells female card-sender buys 37 a 
^tinss cards, was founded year and spends IT minutes 
Undau, a former choosing each one. The 

5 n^nev account executive, average canl retailer holds 

came to her in July 600 carts, and makes 


business may challenge current 
low-priced items on the net 


margins of 50 per cent. 

Although cards had a 
miserably low ticket they 
offered attractive margins’ 
and a high repeat purchase 
rate. Another important 
point is a high 
value-to-weight ratio, which 
helps persuade customers to 
buy by maO order. Ms 
Undau set about writing a 
business plan and organising 
focus groups: found a 
technical partner. Jason 
Monberg. a former colleague 
from her pre-Amazon days; 
and quit her job on March 6 
1998. 

After developing web 
software using seed money 
provided partly by her 
mother, Ms Undau raised 
SS£m in a funding round led 
by Benchmark Capital, a 
leading venture capital 
house. Tbe new investors 
got 40 per cent ol the 
company for their money. 

Sparks.com ‘s creation is 
an extraordinary testament 
to the power erf venture 
capita] and the value of 


being in Silicon Valley. 

Based in San Francisco, 
the company has 23 staff and 
17 contractors. Its warehouse 
manager has 20 years’ 
experience, most recently in 
the pharmaceutical industry, 
and Its buyer has found 200 
card publishers and is 
researching another 1,700. 
The web front-end Is built on 
Interworld software and the 
back office and accounting 
on a Great Plains package. 

You can then order by ■ 
keyword, by browsing, or by 
a three-stage guided search. 
For instance, you can choose 
“birthday" from a list of 20 
different card categories. 
Customers pay by Visa and 
Master Card. 

The pricing model is 
simple: Sparks.com marks 
up its cost by 50 per cent, 
then adds 50-75 cents to 
cover fulfilment and 
handling. To the customer, 
each card has a simple price, 
slightly above or below 
recommended retail, and 
shipping is free. 


The 5,000 different cards. 

In quantities of 60 to 1.000 
each; are held in bins sorted 
by stock control numbers. 
When orders come in. the 
cards are selected by staff 
and are then put in outer 
envelopes by a separate 
team. The cards are mailed 
to the buyer who is provided 
with a second envelope. 

The company offers 
.several additional services. 
For another 75 cents, the 
carts can be personalised by 
adding a message fusing 
special high-volume laser 
printers that don’t bend' the 
cardsj; they are then sent 
straight to the recipient. For 
the same price, one or ; 
Sparks.com's 10 “penmen" 
will write the message in an 
elegant hand. 

Then there are gifts - 
“small, thin thing s" that fit 
into envelopes. The company 
will offer gift certificates 
from 15 retailers, including 
Barnes & Noble, Tower 
Records, the Museum Store ’ 
and Blockbuster, which it 
will buy at 85-95 cents on the 
doDar. 

it will also sell prepaid 


phone cards, fridge magnets 
and tickets to the movies, 
theatres and sporting events. 

For Christmas, the - 
company has bought banner 
ads on 30 sites targeting 
women, including 
MarthaStewartcom and 
WeddingChannel.com. 

Ms Lindau says aims 
top* a 2 per cent. : 
clickthrough, against an 
industry average of below 1.5 
per cent. She has also used ' 
her background in the - 
advertising: world to produce 
TV ads which will run in 
two test markets. 

She admits cheerfully- that 
the only entry barriers are 
execution, supply links and 
critical mass. But she hopes 
to show that the company 
can acquire customers at 'a 
cost of |85 or leas - and. if . 

■ she succeeds, to raise up to 
j20m in financing in the first 
quarter of 1999 and to start ' 
maHMyi mawiw r ma riri»Kng : ' 

Where; else but the 
internet could a company 
only nine months old do the 
same? ' 

timjadaomypobox.com 





Is it a wedge or is it 
a cone? Well, it may 
take just a bit of 
wood to transform 
your bosses thinking 

Short of Ideas on what to . 
give the executive in your 
life for Christmas? You gave 
him Callaway's latest 
titanium golf clubs last year, 
and he already owns a Palm . 
Pilot organiser and a 
stainless steel Nokia phone. 

In that caseLl have the 
perfect gift. Why not get him 
a small piece of wood that is 
shaped half way between a 
wedge and a cone? This • 
exciting new gadget is not a 
stress buster like those 
squidgy balls that wee all 
the rage a couple of years ' 
ago. NOj.it is something fiar. 
for more valuable. 

' According to Cambridge 
Consultants, this shape will 
help you “unlock your 
innovative mindset” and 
allow you to “pull different 
perspectives together and lift 
thinking -toa higher 
out-of-the-box level”. 

How so, yon might be 
wondering. WelL this piece 
of wood, which passes by the 
name of the ‘Tittle 
Elephant”, lotto different 
from each side. From below 
it is a circle. FTOm one side 
it is a triangle- And from the 
other it is a square. . 

The point of it is to show 
how different people may 
approach the same subject 
from diff erent. angl w and, 

therefore, may not see that 
they are all talking about 
the same thing. The result is 

rhapp and Indecisi on. 

Now I don't know about 
your executive. But I know 
this already, and even if I 
didn’t, the wooden shape 
might not instantly make 
my meetings any more ' 
coherent. (And by the way. I 
have never seen why it is 
worse to be inside this box 
that everyone keeps going 
on about' than outside it) 

But then 1 suppose that is 
just my angle. ", 

Your executive may view 
tiie matter, from a different 
angle. If you’think he would 
go for it (if your executive is 
a she I don't advise the Little 
Elephant as a gift) the great 
news is that this 
breathtakingly useless 
present is FREE to readers 
of tiris column. All you need ' 
do is to phone Geoffrey 
Marlow (who has written a 
big, serious article about it 
in Arthur D. Little's 
consultancy mag) on +44 (0) 
1228 420024. Or visit the - 
website: wwa.camcon.coMk. 


For Christmas this year I 
would like: a new video 
recorder (mine is bust) and a 
sew dishwasher (see below). 
I would also like a slap-up 
meal worth £75. and lots of 
vouchers for shops. Oh, and 
some accountancy advice. 

I am not sending this list 
up the chimney this year but 
handing it straight to my 
employer. At the moment all 
the Financial Times gives 
me for Christmas is £20 
towards, the cost of our 
team’s Christmas lunch, so 
you might think I am being 
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S TM AS SHOPPING 



INSIDE TRACK 


eleventh hour 



From Waterford crystal 
to African jewellery, 
Roger Bray offers 
advice on where to 
shop overseas 

jy,. Sometimes Christmas 
v‘i sneaks up on you. There 
* J are only a few days to go 
and suddenly your plans are 
blown off course by an unavoid- 
able business trip. Panic sets In. 

wm there be gaps beneath the 
tree where your gifts shoiuld be? 
Only in a handful of dare 
you risk shopping at the airport. 
London is one. Geneva, if you 
have caviar, foie gras or watches 
in mind, is another. 

Where, downtown In that unfa- 
miliar city, can you find a pres- 
ent which will not look like a 
last-minute compromise? Some 
options jump out at you. Bloom- 
Ingdale’s, Uacy's and Tiffany In 
New York, for example. You 
could save time surfing their web 
sites for ideas. Others, such as 
Maison Fauchon, a jewel box of 
gourmet delights on the Place de 
la Madeleine in Paris, may not 
spring instantly to mind. Here 
are a few less obvious sugges- 
tions. 

Regular visitors to Prague sing 
the praises of Botanicus on Tyn- 
sky Square, for gifts such as pot- 
pourris and candles. And Moser, 
on Na Prikope, is recommended 
for top-quality Bohemian crystal. 

Glass could be the solution in 
Dublin, too, in the shape of ele- 
gant champagne flutes of Water- 
ford 'Crystal. You can purchase 
these at the airport or at Brown 
Thomas on Grafton Street, for 
example. 

Yon might also find a Czech 
glass vase or a set of hock glasses 
in Budapest, in one of the 
antique shops on Castle Hill. 
Alternatively, for a little extra 
gift, go to Bor Sarok, close to the 
Danube in Pest on the main shop- 
ping street called Vad, which 
sells bottles of Tokay wine deco- 
rated with delicately blown glass 
grapes. Several folk art shops 
nearby stock pretty nightwear 
for children, and market stalls 
sell gifts ranging from lace table- 
cloths to Russian dolls in the 
guise of Bill Clinton, the US pres- 
ident, with Monica, Paula, Genni- 
fer and Hillary inside. 

In Hong Kong, the Shanghai 
Tang, which also has a branch in 
New York, sells sumptuous silk 
scarves, at prices starting below 


£100, and stocking fillers such as 
the “Smoking Deng" watch, with 
a face showing the late, chain- 
smoking Chinese leader. Or you 
could go to Hollywood Road 
where some of the silk tapestries, 
carved trinket boxes and pottery 
might be the antiques they are 
claimed to be. 

Local shoppers in Rio de 
Janeiro sing the praises of 
Antonio Bimando's jewellery. He 
has an outlet in Mall Forum in 
fpanema. 

In Amman you would do best 
to head for the big shopping cen- 
tre opposite the Meridian Hotel 
for jewellery and thalassotherapy 
products from the Dead Sea. If 
you are stuck for ideas in Sydney 
you could head for Makers Mark 
Gallery at Chifley Plaza, or Red 
Earth in the Queen Victoria 
building on George Street. The 
former sells jewellery with dis- 
tinctive designs borrowed from 
Australian flora and specialises 
in Australian Argyie Diamonds 
and Broome South Sea pearls. 
The latter sells perfumes with 
local fragrances. 

■ Museum and art gallery shops 


can provide inspiration, although 
opening hours often conflict with 
work. Cape Town's South African 
Museum sells striking African 
jewellery and other artefacts. Ott- 
awa's National Gallery of Canada 
is another good example. Buy 
Innit soapstone carvings or 
prints there. 


Russian dolts in the 
guise of Bill Clinton 
have Monica inside 


In Toronto, best make for the 
boutiques of Yorkvffle. Or If you 
know someone who longs for a 
home document shredder, go to 
202S Yonge Street. Those and 
other paraphernalia are on offer 
there at a store called Spytech. 

In Boston your best bet may be 
the shops around Quincy Market. 
In Baltimore bead for the reno- 
vated docks area of Fells Point, 
with its art and craft shops. 

Europe's atmospheric Christ- 
mas markets can be an excellent 


source of last-minute decorations 
and stocking fillers, if not main 
presents. Nuremberg's, for exam- 
ple, runs until Christmas Eve 
and is a good place to buy 
wooden toys. Munich's, which 
takes place on the Marienplalz 
and ends on the same day. also 
sells wooden toys. Rostock's, 
which closes on December 21. 
sells carvings and Thuringiao 
glassware. Dusseldorfs, which 
runs until December 22 on the 
Schadawplatz, sells all manner of 
gifts. 

Vienna's 700-year-old market is 
In front of City Hall and lasts 
until Christmas Eve. 

Stockholm has a market which 
dates from the 14th century. It 
takes place at Stortorget in the 
Old Town and is open from llam- 
6pm until December 21. Among 
those in France are Marseille's 
Folre aux San tons, which sells 
local crafts. 

finally, the business traveller 
flying home from Bangkok could 
always fall back on a large box of 
orchids. Not very Christmassy, 
but guaranteed to dull the sharp- 
est pangs of disappointment 



Slow start for Express airport train service 


From next August travellers 
using Gatwick airport are to be 
offered a luxury rail connection 
as Gatwick Express brings new 
anvcondltioned, 90mph trains 
into service, writes Charles 
Batchelor. 

But track restrictions mean 
the 30-minute journey to 
London will not be much 
shorter. 

Although the trains wiD be 
capable of covering the 27 
miles between Gatwick and 
central London in 20 minutes, 
the eWerty rail network and the 
sheer volume of traffic means 
the time w9l be shaved by only 
two minutes initially, increasing 
to five minutes if improvements 
can be agreed with Raittrack, 


the owner of the rail 
infrastructure. 

Gatwick Express carries 
more passengers than both its 
rivals, Thames link and Connex 
South Central, but 
ThamesTmk scored a minor 
propaganda victory earlier this 
year when it put on a faster 
service than Gatwick Express 
at certain times of the day. 
Thamesiink serves London 
Bridge and City destinations, 
while Gatwick Express serves 
Victoria and the West End. 

Unlike the Heathrow Express, 
where luggage Is stored in 
bays in sight of the passenger, 
the Gatwick Express trains will 
carry luggage behind the 
driving cab. The service hopes 
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to speed up loading and 
unloading of luggage by 
moving K in wheeled 
containers, but this will require 
extra platform space. 

Increasing the number of 
airline passengers who travel 
onwards by train is a challenge 
for Gatwick Express. Emirates 
Airlines recently agreed to 
include a train ticket in its 
premium air ticket 

Gatwick Express wants to 
persuade more airlines to sefl 
its tickets in-flight, and has 
recently added an "airaide” 
sales outlet in the airport's 
north terminal, hoping to 
attract new customers while 
they wait to claim their 
baggage. 


Watch this space 
- it's about to 
get smaller 

Airline passengers who hog the 
overhead bins with large begs 
may also be delaying your flight, 
writes Roger Bray. 

United Airlines reports that 
following a crackdown on cabin 
baggage at Los Angeles and 
Chicago, its aircraft have been 
getting away more punctually. 

The airline has installed metal 
template frames in front of X-ray 
machines. If the bag does not tit, 
it has to be checked in. 

At Chicago’s O'Hare airport, 
staff reported that hold-ups 
caused by passengers struggling 
to And space in bins were cut by 
72 per cent United is installing 
the frames at 40 more US 
airports this month. 

Loyalty loses 
its appeal 

Corporate customers are 
becoming less loyal to their travel 
agents, according to research by 
PricewaterhouseCoopere. Two 
years ago around 66 per cent of 
UK agents topped the 80 per 
cent mark for repeat business. 
This figure has now dropped to 
one-third. Either business travel 
clients have become more 
price-sensitive and are shopping 
around, or new competition is 


hitting established agents - or 
both. 

Business travellers appear to 
be turning increasingly to smaller 
agencies. The survey shows that 
in 1996. agents employing five 
staff or fewer and earning more 
than half their income from 
business travel did not exist. 

Now they represent 13.3 per cent 
of the total. 

Canary complex 

The Canary Islands are to get a 
new conference centre in 
February. The Pta2.3bn (£9.7m) 
Maspatamas complex, on the 
south coast of Gran Canaria, will 
have five meetings rooms with a 
combined capacity of 4,750 
delegates. Close to the beaches 
of San Bartolomd, it will be 
equipped to cope with 
simultaneous translations. 

The convention centre is the 
third to open on the island in four 
years and brings Gran Canaria's 
total capacity to more than 
16,000. 

TV confirmation 

Hotel guests would be more 
likely to use interactive television 
if they could get confirmation of 
payment via a printer in their 
room, according to research by 
Quadriga, formerly Thom, a 
leading supplier of in-room 
technology. While only 3 per cent 
questioned in a survey said they 
had used the TV to check out. 


almost a quarter said they would 
do so if they could get an instant 
receipt A high percentage said 
they would like to print out local 
information and maps. 

Sheffield schedule 

Sabena is weighing up the 
potential of the UK's fledgling 
Sheffield City airport, which is 
due to be opened officially by the 
Duke of Edinburgh this week. 

The Belg ian flag 'earner could 
start scheduled flights from 
Brussels next spnng. If it goes 
ahead, it win operate at least two 
round trips a day, initially by 
turboprop. 

Island flights 

Indian carrier Jet Airvrays is to 
launch daily scheduled flights 
between Chennai ffomieily 
Madras) and Port Blair in the 
Andaman Islands on January 3. 
The islands lie in the Bay of 
Bengal between India and 
Myanmar. 

Open for business 

Hungary's newest air passenger 
terminal, Ferihegy 2B. is set to 
receive its first passengers on 
December 19, writes Kester 
Eddy. Officially opened last 
Monday, extensive testing of 
systems at the $l20m (£72m) 
Budapest terminal has meant 
another delay to the start of 
operations. 





Blok 


A law to cut off public funding to a Flemish separatist party may 
well backfire by enhancing its underdog status 


Mainstream politicians in 

the small hut divided 
country or Belgium have 
always feared the rise of 
separatist parties. But a 
recent attempt to emasculate 
the Vlaams.Blok - which 
advocates Independence for 
Flanders, the country’s 
Dutch speaking region - 
could create more problems 
than it set out to solve. 

With a general election 
looming next year, French 
speaking Socialists from 
Belgium's southern, half 
started a protest this 
autumn against the use of 
taxpayers' money to fond 
what they see as a racist 
movement. T-ika most 
continental European 
countries Belgium provides 
state subsidies for pol itica l 
parties and strictly controls 
corporate and private 
donations. 

As a result the parliament 
tact week voted in a law that 
cuts off public funding to 
parties that breach the 
European Convention of 
Human Rights. The 
legislation could be used 
y gpimd the Vlaams Blok. On 
the surface the idea is 
laudable. The Blok are a 
grotesque bunch who not 
only advocate, the 
dissolution of Belgium but - 
also prey on the fears of the 
old, imeibployed and 
insecure ter espousing racist 
polices an Immigration and 
law and order. 

But there te a danger that 
p fi l ginm has saddled itself 
with a badrlaw that, rather 
rtum breaking the Vlaams 
Blok, wm enhance Its 
underdog status and help it 
win more votes in the 
elections. \ - 

Legal experts say there is 

little chance that the law 
wffl be effective because of 

the difficulty of proving that 
a party is racist In the 
Netherlands the authorities 
did succeed in withdrawing 

state funding from a 

farsight neo-Nazi party .but 
only by bringing a criminal 

prosecution.- - 

Belgium's criminal law 
against racism has rarely 


been used to effect even 
where the offences have 
looked clear cut; lh France 
there have been repeated 
prosecutions of Jean-Marie 
Le Pen, leader of the 
far-right Front Nationale, 
hut these have not dented 
his support. -- 

Those most likely to suffer 
from the publicity being 
generated by the fracas are 
other Flemish parties. The 
Vlaams Blok already 
commands about 13 per cent 
of the vote in Flanders and 
| ta Antwerp, its principle 
city, the party took 28 per 
cent of the vote in the last 
general election' tour years 
ago. The other parties are 
running scared that this will 
increase next year. 

The trouble is, the French 
' parties do not care what 
Impact theiraction has on . 
the electoral result in 
Flanders. The Vlaams Blok 
. does not operate In 
French-spCakihg WaHonia 
and the far-right 
francophone National Front 
does not command the 


same support as the Bktk. 

But scenting a danger in 
doing anything that could be 
construed as pro- Vlaams 
Blok, only one of the 
Flemish parties- voted 
against the law. 

“They are competing to 
see who can be the biggest 
villifler of the Vlaams Blok,” 
said Boudewfln Bouckaart, a 
law professor at Ghent 
university and a member of 
the dissenting Liberal party. 

The publicity boost has 
also come just as the Vlaams 
Blok steps up efforts to 
make inroads outside its 
traditional Flemish base, 
notably into Brussels, the 
Belgian capital 

“Until a few months ago 
the Vlaams Blok was a 
pretty marginal party in 
Brussels blit now everyone 
knows that they will he 
participating in the elections 
next year.” said Thomas 
Tmdennans, a political 
analyst at law firm White 
and Case. 

Just weeks before the row 
over party funding began. 


the capital's households 
were leafleted with 
pamphlets hammering h ome 
the Blok's law and order 
message. It included the 
photograph, in uniform, of a 
former police commissioner 
from one of Brussels' 10 
communes, now the Blok's 
front man in the city. 

Inevitably too, the furore 
has sharpened the lin guisti c 
tensions that pervade 
Belgian politics. The Vlaams 
Blok argues that it is the 
victim of the 

French-speaking Socialist 
party whose own 
involvement in corruption 
and bribery scandals in the 
late 1980s led to the law on 
party funding being altered. 

At that time parties were 
allowed to accept corporate 
donations. But a scandal in 
which money from the 
Italian defence manufacturer 
Agusta was funnelled to the 
Socialist party in return for 
favours prompted the 
reform. Those implicated 
were mainly 
French-speaking. 

“The v laams Blok are 
arguing that Those Agusta 
people have taken our 
money away”’, says a 
government official. The 
argument has r e sonance 
among the Flemish 
population. Wealthy 
Flanders resents the 
transfers of its tax 
contributions to less 
prosperous, French-speaking 
WaHonia - a grievance that 
the Vlaams Blok has 
exploited. - 

It is understandable that 
Belgian politicians have 
picked on a party as 
shameful as the Blok. But 
their reasons are not 
entirely noble. 

: Castigating Flemish 
' extremists diverts attention 
from other serious problems 
such, as unemployment, 
crime and social exclusion - 
the very, issues, to fact, that 
are feeding the hardliners. 
Until the parties come up 
with realistic solutions to 
these problems, there is a 
danger that the Vlaams Blok 
will increase its hold on the 
Belgian electorate when it 

goes to the polls next ■ 
summer. 
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IT WEB CONFERENCING 


Investing 
in a new 
approach 


Ashling O’Connor 

on the growth of 
the internet as a 
tool for corporate 
communications 

[Tbe credibility of the 
i internet as a medium 
for corporate commu- 
nication received a big boost 
last week through a deal 
which will see quarterly 
earnings conference calls 
from 100 big US companies 
broadcast on the web. 

Tbe deal links Nasdaq, the 
second largest stock 
exchange in the US. and 
Broadcast.com, the US com- 
pany which pioneered web- 
casting technology. Under 
the pilot programme, 
starting early next year, a 
co-branded site will roll out 
live audio broadcasts to a 
potential audience of more 
than half a million - the 
number of unique visitors 
BroadcasLcom receives on 
its site every day - com- 
pared with a select few on 
Wall Street. It Is hoped the 
model will become a stan- 
dard reporting tool for all 
public companies, not just 
the tech-friendly. 

The move builds on calls 
by Arthur Levitt, chairman 
of the Securities and 
Exchange Commission 
(SEC), for US companies to 
“level the investor playing 
field” and adopt a more equi- 
table disclosure policy. Todd 
Wagner. BroadcasLcom chief 
executive, believes the SEC 
could make web conferenc- 
ing mandatory for listed 
companies os It moves 
towards its goal of full dis- 
closure in earnings report- 
ing. 

“This gives them [inves- 
tors] another arrow in their 
quiver to make informed 
decisions without waiting 
for analysts’ reports." he 
says. 
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INSIDE TRACK 


The growth of the internet 
as a co mmuni cations tool 
has opened new avenues for 
the do-it-yourself investor, 
who is often as canny as the 
professional institutional 
shareholder. The popularity 
of personal finance websites, 
with instant stock market 
quotes and personalised 
share portfolios, has given 
investors added ammunition. 
Investors are no longer pre- 
pared to wait until the 
annual shareholder meeting 
for an explanation about vol- 
atile share movements. 

Until now. however, the 
individual shareholder has 
been largely overlooked, 
mainly because of technolog- 
ical constraints. Before the 
internet, post was always 
tbe most effective means of 
mass distribution. But why 
shouldn't all shareholders be 
privy to the information 
served up to the bigger play- 
ers? 

Vcall. a US internet broad- 
caster launched at the start 
of the year, has set up an 
investor relations informa- 
tion centre, designed to con- 
nect companies with its 
investors on the internet It 
already has more than 15,000 
registered users, about 90 
per cent of whom are small 
shareholders, and has 
worked with about 100 pub- 
lic companies. 

David Bauman, Vcall chief 
executive, says: “The aver- 
age levels of knowledge and 
sophistication of individual 
investors are growing. Tools 
like self-directed pension 
funds are helping them 
make their own investment 
decisions." Vcall allows com- 
panies to reach a wider base 
of shareholders by broad- 
casting conference calls, 
company announcements or 
product launches on the 
web. 

Marie Hardie, an internet 
analyst at Forrester 
Research, believes web con- 



ferencing will become a 
required element of the 
annual shareholder meeting, 
given that such a small per- 
centage or investors can ever 
attend. The medium allows 
shareholders to view text 
and graphics in real-time, 
vote on motions, question 
the board and retrieve 
recorded information later. 

“Analysts ask hard-nosed 
questions that many share- 
holders never hear and com- 
pany reports can cost a lot," 
he says “This is a cheaper 
way of getting information, 
so shareholders are going to 
demand tL" 

Some analysts worry that 
web conference calls could 
be hijacked by shareholders 
with an axe to grind, taking 
on a “town hall atmo- 
sphere”. However, advocates 
of the medium argue it is 
primarily a one-way service 
with an e-mail response 
facility, preventing degener- 
ation to an annual share- 
holder circus. 

Web conferencing has sub- 
stantial benefits for compa- 
nies as well as their share- 
holders. Mr Bauman says: 


“It's very crowded out there 
and companies need to 
secure their equivalent of 
shelf space. They don’t have 
many means of communicat- 
ing with the investing pub- 
lic. On television they may 
only get four minutes." 

Through Vcall, Iomega. 


’Average levels of 
sophistication of 
individual 
investors are 
growing’ 


the US maker of data storage 
solutions for personal com- 
puters, found that web con- 
ferencing put an end to dam- 
aging rumours about its 
business performance where 
traditional media failed. 

One of the software devel- 
opers active in this sector is 
California-based Place Ware, 
which has developed confer- 
encing centre software to 
accommodate up to L.OOO 


people live at any one time. 
Members of the audience 
e-mail real-time questions to 
the presenter, who chooses 
to answer them privately or 
to the “floor". 

Despite the well-worn 
adage that the US internet 
market is about two years 
ahead, companies in the UK 
and Europe: are already 
implementing investor rela- 
tions strategies for the inter- 
net Marchcom, a UK com- 
munications company 
specialising in internet 
Investor relations, says 400 
companies, incliuUng-40-50 in 
the FTSE 100, have signed 
up to its online reporting 
service, Carol. Nicola 
Willats, internet account' 
manager, says: “They are 
starting to jump on the 
bandwagon exceedingly 
quickly. It saves on adminis- 
tration costs - reports and 
accounts cost £10-£15 each to 
send out and you can see the 
quantifiable results straight 
away." 

Through Marchcom, Brit- 
ish Airways posted its 
interim results on the web, 
with slide presentations that 


would normally have been 
made available only to ana- 
lysts. Shefl streamed a pre- 
sentation in San Francisco 
so that it was available on 
the Internet when London 
woke op to the news that tbe 
afl giant bad decided to dose 
its London headquarters. 
Marchcom said the Intention 
was to get Shell’s side of the 
story straight to tbe share- 
holders. 

UK and European compa- 
nies have been slower to 
move to real-time audio pre- 
sentations, preferring to be 
able to edit text and achieve 
a slicker finish. But March- 
corn, says it has two leading 
companies interested in live 
streaming, which has sub- 
stantial benefits for global 
groups spread across numer- 
ous time zones. 

According to industry 
experts, the story of web 
conferencing wiH be a classic 
one of supply and demand , 
but the door to greater cor- 
porate accountability and 
more effective management 
of information will be swung 
wide open as technical obsta- 
cles are gradually overcome. 


IT TRADE SOFTWARE 



instead of 



Shilpa Mohan 

looks at TradeCard, 
an online product 
linking e>0orters 
and importers 

A' software package 
promises to cut valu- 
able time and costs 
out of the paper-heavy pro- 
cess of international trade 
with a few keyboard strokes. 

The .TradeCard, a Win- 
dows-based software applica- 
tion, is claimed to be the 
first online product to enable 
international importers and 
exporters to execute trade 
orders from their personal 
computer ter min als and 
complete transactions within 
about an hour. 

It win became “the stan- 
dard wqy to trade” by 2000, 
predicts Guy Tbzzoli, presi- 
dent of the World Trade Cen- 
ters Association, the interna- 
tional trading association, 
which identified the need for 
such a system. 

“Until now trade has 
relied on old-fashioned, 
highly complicated paper 
trails. The TradeCard service 
results in fester, cheaper and 
easier bade transactions,” 
he says. 

'. Mr Tozzoli is chairman of 
Bermuda-based Fall Service 
Trade System, which is oper- . 
a ting the system. It Is man- 
aged by General Electric 
Information Services (GEIS). 

By linking- importers, 
exporters, funding institu- 
tions and freight forwarding 
companies, TradeCard offers 
an electronic commerce 
alternative to the traditional 
paper-based letter of credit 
and open accounts method 
of trading. 

“We have an opportunity 
to eliminate about half of the 
processing costs for every 
trade transaction - a huge 
opportunity for saving and 
productivity," says Harvey 
Seegers, president and chief . 
executive of GEIS. 

. TradeCard importers start 


the program by creating an 
electronic' purchase order 
. online. Once both importer 
and exporter agree on terms, 

the order is sent to tbe fund- ~ 

ing institution, usually a 
participating bank. . to 
authorise necessary credit. 

On receipt of the secured 
order form, exporters send 
the packing list, transport 
instructions, insurance and 
inspfytinn requirements, and 
ordered goods to the freight 
forwarder, 'jfoich processes 
the invoice, waybill, and 
other documents. 

TradeCard authorities 
review all documents to 
authorise payment although 
actual payment is conducted 
outside the system. All 
parties receive notice of com- 
pletion and payment at the 
end of the electronic transac- 
tion. 

Importers and exporters 
using the software pay an 
annual licence fee of $250 for 
a single-user version of the 
software, and 5125 per trans- 
action. The most costly part 
of the software package 
would come from installa- 
tion fees to Integrate the pro- 
gram Into a company’s com- 
puter systems. 

Previous attempts to cre- 
ate a trade network floun- 
dered because of the lack of 
co-operation between 
systems technology develop- 
ers and project co-ordina- 
tors. TradeCard's success In 
Unking up with some of the 
largest banks, freight for- 
warders, and insurance 
companies has increased 
the network’s scope and ser- 
vices. 

Partnerships have been 
formed with ABN-Amro 
Bank of the Netherlands, 
BAX Global, one of the 
world’s largest freight for- 
warders. and London-based 
Sedgwick Insurance. 

The TradeCard system is 
installed in more than 50 
companies for evaluation 
and trial use. 

unoto.tradecard.bm 
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NEWS FROM CAMPUS 


Darden school 

embraces 

Technologies 

United Technologies, foe 
&24.7bn (£14.8bn) 
aerospace, building and 
automotive company, has 
appointed a professor from 
the Darden school at foe 
University of Virginia as Its 
vice president for executive 
education and development. 

He is Robert Harris, 
professor of business 
adhiirustration at Darden, 
and one of his first jobs Is to 
develop an affiance between 
the business school and the 
corporation to deliver a 
number of executive 
programmes. 

7iw first concrete outcome 
is a series of four 
inter-related programmes 
which wiH involve 1.000 
executives from UTC over 
the next four years. 

The programmes will be 
delivered at Darden, the 
UTC Leadership Centre at 
Farmington in Connecticut 
and other international 
locations. 

Before joining Darden, 

Prof Harris taught at the 
universities of North Carolina 
and Pennsylvania and was a 
visiting professor at London 
Business School. 

Darden: viww.darden.edu 

Breaking down 
the bastions 

In spite of the notion that 
Oxford Unhwsity is a 
bastion of traditional values 
and Its academics sneer at 
management studies, there 
are now more applications 
for undergraduate degrees in 
management than for arty 
other subject, including 
politics, philosophy and 
economics. 

At the moment these are 
joint degrees, one in 
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engineering, economics and 
management and foe other 
in economics and 
management But the Said 
Business School at Oxford 
University, intends to 
introduce a single subject 
management degree. 

With this expectation SBS 
has appointed David 
Faulkner as its third deputy 
director, to be in charge of 
undergraduate degrees at 
the school. The other two 
deputy directors are Richard 
Whittington, In charge of the 
MBA programme, and Colin 
Mayer who oversees 
research. 

SBS: www.sbs.oxMC.uk 

Chicago short 
programmes 

The University of Chicago is 
to offer short executive 
courses from its campus in 
Barcelona from June 1999. 
The first programme will be 
a two-week executive 
development programme, 
fallowed by a course on 
leadership and one on 
strategic sales management 
University of Chicago in 
Barcelona : Spain. 93 488 
3360 

Canadian women 
go it alone 

Women managers in Canada 
are abandoning corporate 
careers to set up their own 
businesses. That is the 
conclusion of research 
conducted by the Richard 
Ivey School of Business at 
the University of Western 
Ontario, and published in its 
latest Women in 
Management newsletter. 

The research concludes 
that women are most ffltely 
to start their own businesses 
because they are unhappy 
with their work in corporate 
Canada, according to David 
Sharp, associate professor 
at foe Richard Ivey school 
and author of the report 
fife hard Ivey: 
www.hray.uwo.ca 

Information for News from 
Campus should be sent to 
Defla Bradshaw, The 
Finance] Turns, One 
Southwark Bridge, London 
SE1 9HL 

Tel 44 171 673 4673 
Fax 44 171 8733950 


BUSINESS EDUCATION THOMAS GERRfTV 


Re-engineering a 
balanced life 


The dean of the Wharton school explains 
to Della Bradshaw why he has decided 
to spend more time with his family 


It may seem unlikely 
that a man who was 
W instrumental in 
transforming the nay inter- 
national companies operate 
and then went on to make a 
business school one of the 
most efficiently run organi- 
sations in the US. should 
now have decided that the 
time is right to spend more 
Lime with his family. Or to 
be more precise, that he 
should do it and be sincere 
about it. 

But that is exactly what 
has happened to Thomas 
Gerrity, dean at the Wharton 
School at the University of 
Pennsylvania and former 
chief executive at CSC Index, 
the consultancy where he 
coined ihe phrase re-engi- 
neering. “I made a vow to 
myself that T wanted to be a 
good dad.” he says quite sim- 
ply. With four children 
between the age or five and 
11 the youthful-looking 57- 
year-old has decided the 
time is right to announce 
that next July he will be 
handing over the dean’s job 
at Wharton, a job he has 
made into the most coveted 
business school post in the 
world. 

It is a move which has 
caused surprise and some 
unease among his col- 
leagues. Prof Gerrity says 
that the women have been 
universally supportive but 
that the men have been less 
sure, even though many are 
already asking themselves 
the same sort of questions 
be baa about the balance 
between work and home life. 

But while the words of the 
consultant Tom Gerrity were 
gospel to the corporate world 
and the actions of Dean Ger- 
rity were emulated Ear and 
wide in business schools. It - 
will be interesting to see 
whether his transformation 
from corporate go-getter to 
family man will be taken as 
a signal by committed work- 
aholics that it is time for a 
change in outlook. 

Prof Gerrity talks about 
the issue as he might talk 
about a company restructur- 
ing or a new executive pro- 


gramme. “It's an emergent 
issue," he explains. “We are 
humans. We have need for a 
balance. We have need for a 
family and we have need for 
a community." 

Tbe impact of technology 

- one of his favourite topics 

- has meant that many 
people are simply swamped. 
"It’s tempting to spend less 
and less time thinking about 
the message. There is a ten- 
dency not to prioritise. But 
how do you keep a balance, 
a judgment, when all the 
stimulus around you tells 
you to react, react, react? 
Managing that balance is 
important. It’s like balancing 
the wide-angled fens and the 
telephoto lens.” 

Pror Gerrity does not see 
these issues in merely per- 
sonal terms but also as part 
of a corporate scenario. 


He has achieved 
all the big tasks 
at Wharton in his 
eight years 
in the job 


“What is the right balance 
between productivity and 
affictency while maintaining 

grace, balance and a commit- 
ment to the community 
around? No company can 
now say that its sole func- 
tion is X. It might be its 
primary function." 

Retaining tbe' big picture 
while concentrating on the 
detail is one of the strengths 
for which Prof Gerrity will 
be remembered by the fac- 
ulty, says Mike Useem, direc- 
tor of Wharton’s Centre for 
Leadership and Change Man- 
agement "He has a strong 
vision as to where the school 
should be and is unequivocal 
about expressing that and 
communicating that." 

Prof Gerrity might be mov- 
ing an when the time is 
appropriate on a personal 
level, but professionally, he 
agrees, he has achieved all 


the big tasks at Wharton in 
his eight years in tbe job. 

To begin with he has 
remastered both the MBA 
programme and tbe under- 
graduate degree programme 
so they are now regularly 
acknowledged as the best 
business programmes in the 
US. In order- to make the 
school more international he 
has increased the number of 
standing faculty at the 
school from 174 to 194 to give 
each academic time to travel 
overseas. And he has been 

instrumental in increasing 
the endowment base of the 
schoal- 

Over the past eight years 
Wharton’s endowment has 
grown from $97.4m (£5&6m) 
to $292m and in the past two 
years- alone has raised more 
money in endowments than 
any other business school. 

Most recently, Prof Gerrity 
has persuaded tbe board of 
tbe university that the busi- 
ness school should get a 
prestigious new bull ding on 
the University of Pennsylva- 
nia site which will more 
than double its space. The 
move la seen by faculty and 
staff at Wharton as a real 
triumph for the dean. 

“He made- the case very 
strongly that some of the 
university’s best investment 
opportunities are with the 
school,” says Richard Her- 
ring, vice-dean and director 

of the Wharton Undergradu- 
ate Division. 

Prof Herring believes Prof 
Gerrity’s strength is his 
focus .on quality, “it, always 
comes down to quality at 
every turn. Even on good 
weeks he says how can we 
do a httie better." • 

It is this focus. Prof Her- 
ring believes, which has paid 
off in endowments, too. 
“Tom's view early on was' 
that the alumni would sup- 
port excellence. It wasn't all 
that dear at the time that it 
would." . . 

However, Prof Gerrity Is 
proud that he has created a 
culture at Wharton where it 
is acceptable to take risks 
and to innovate. Another 
ihtng he is proud of is what 
he calls transparent leader- 
ship. Tf you are a .leader you 
have a job to do and a role to 
fin. But the moat powerful 
flung Is to draw out leaders 



CtBSS'acA Sanity's pursuit of qioSty wfll have Wharton ki good shape 


Justin SutctfWa 


in your organlsatten and ele- 
vate them." 

Prof Useem believes this 
" has undoubtedly paid off. He 
likens Prof Gerrity to Jack 
Welch, chief executive of 
General Electric, la that he 
surrounds himself with 
excellent senior managers, 
in this .case bath administra- 
tively and academically 
regarded. .Then, says Prof 
Useem. be gets out of the 
wa y and resists the urge to 
‘‘miero-mahagie". 

-While moat faculty count 
themselves as Prof Goritys 
highest fans - as one put ft, 
“this has been a golden age 
for faculty^-- the dean has 
inevitably upset some of his 
employees. One concern has 

been oyer-fate insistence fo 
the highest teaching- stan- 
dards^' if standards slip, 
teachers are removed. 

Some faculty would also 


have liked him to be more 
“visible" around the campus, 
says one. But another 
believes Jhis use of technol- 
ogy obviated the need for 
that, describing him as a 
“virtuoso of voice mail”. 
“There have been months 
when i haven’t seen hiip but 
I have had non-concurrent 
conversations which have 
been a very effective use of 
time." 

Although many see the 
hallmark of Prof Gerrity’s 
reign as his imposition of 
business skills on an aca- 
demic institution, that does 
not tell . the whole story 
according to Judith Rodin! 
Pre^teat of the University 
or Pennsylvania. “What’s 
precious' about Tom is that 
he realises that the univar- 
sity lg not & business.” 

In her own moves to 
*wlop a strategic plan for 


the university as a whole, 
she pays tribute to Prof Ger- 
rtty as a “partner" who has 
helped her enormously. 

Once he gives up the 
dean's job next July, prof 
Gemty win take a year off 
before returning to the 
school to pursue his 
research interests. One area 
that particularly interests 
him is the impact of Informa- 
tion technology and commu- 
“rations on business, •„ 
which, he says, has to be 
"more profoundly transfer- 
mationa]" especially to the 
business* to- business 
area. 

Dean Gerrity says he 
intends to be “a very good 
former dean”, only proffer- 
ing advice when it is clearly 
sought by his successor. 
Whoever does step into Ms 
shoes will find they have a 
very hard act to follow. 
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EDINBURGH ^ 

The Scottish National Portrait 
GateyV winter exhibition 
explores the Wktence of Victorian, 
art critic and theorist JoteiRustdn 
flaft), Opening on Friday, the 
show wUl contain soma of the 


THE ARTS 


Opera North's new production of material. It draws on the 

■■ ! <> »■ . Diikii iNteaiiM^e Ana mttMtaAai 


drawings and watercolours, as 
well as 19th century photographs 
of French Gothic cathedrals. 
.Ruskfn's writings about Gothic 
architecture coloured the tNnklng 
of some major Bn-debstecto 


From tonronbw, Scottish Ballet 


9W**-£*r:> 

jlW-JttUBl. 

-altar 


Cinderella at the Festival Theatre. 





opens on Friday. 

LEEDS 

Two promising young- fafeck 


Carmen on Saturday ** Ruby 
Phflogenefn the title rote and 
Antoni Garfield Heavy as 
Don Jbrt, Andras s' 
Ugetf conducts a / 

staging by / 

i Phyffldai-Joydat / 
the Grand •' J dH 
Theatre and / . 

later on tour. . r '^S[ 

LONDON 

There was r- tgjB ^ 

more toSIr - V§|^L' 

Stamford - 

Raffles fl 781- 
I 1826, right) than 
, the founding of 
Singapore. An -VB 
exhibition opening at 
the British Museum do ” 
Saturday tttustrates his llftyjnd- 
Wereste wtth a wide variety of 




museum's fine coBection of 
Javanese court art, gathered 
. by Raffles when he was 
governor, and also 
|p®k \ includes plant and 
\ animal specimens 
1- -_^L \ and drawings 

'ft \ sent f romJava - 

EngTrsh 

\ National Ballet 
fires the first 
snowball 

. across the 

/ bows °f 

NMHHffi.- / London's 

baBet-gofog 
public, opening 
its up-dated 

. . . \ V Nutcracker al the 
■ / Coliseum tomorrow. 

ZURICH 

Hans Pfrtzner’s long-forgotten 


second opera, Die Rose vom 
Uebesgarten (1901), Is being 
revived by the Zurich Opera 
House on Sunday. Franz Weber- 
Most conducts 8 Staging by 
David Pourtney. 

NEW YORK 

h is Nutcracker afl the way In 
Balanchine's splendid version for 
New York City BaHet, which 
continues this week at the State 
Theater. 

HARTFORD 

As a contemporary of Vermeer, 
Pieter de Hooch has hitherto 
been unfavourably compared w3h 

the undisputed Dutch master of 
naturalistic painting. A recent 
exhibition at the Dtfwich Picture 
Gallery in London prompted a re- 
assessment of de Hooch, and the 

same show of 40 pictures comes 



to the Wadsworth Atheneum at 
Hartford. Connecticut, on 
Thursday. It focuses on de 
Hooch's small, bright oil painting: 


j which depict intenors, domestic 
| scenes (above) and spectacular 
| views into courtyards and 

! landscapes. 
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He was never a star performer, but as a 
theatrical agent and TV and film producer, 
the highly respected, cigarrsmoking baron 
became known as Mr Showbusiness 


L ord Grade, who 
died yesterday at 
the age of 91. was 
the subject of 
countless anecdotes! most of 
them true. Asked, sarcasti- 
cally during some sticky 
negotiation: “What's two and 
two Lew?" he Is said to have 
replied: “Are you buying or 
selling?" 

He began as a dancer, 
moved into the theatrical 
.agency business, played a 
T central role in founding Brit- 
t; ish commercial television, 
I and then, in his 70s. changed 
- tack to become the biggest 
film producer outside Holly- 
wood. 

His word i ms his bond. As 
an agent he really did say: 
“The trouble Is. the stars 
keep 90 per cent of my 
money." And at an age when 
his contemporaries were tak- 
ing to wheelchairs he could 
- and would - still dance a 
mean charleston. The tools 
of his trade were the tele- 
phone. an eight-inch Havana 
cigar and the handshake. 
Born on -Christmas pay. 
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eminent as Bob Hope. One of 
the incentives was that, 
thanks to their friendship 
with Val Parnell, the Grades 
could get their clients on to 
the bill at the London Palla- 
dium. Britain's top variety 
house, where Val Parnell 
was manager. 

By 1955 Lord Grade’s life 
centred upon -the Palladium 
and his alliance with Mr Par- 
nell. The connection proved 


trading" programme com- 
mittee that, to a large 
extent, ran fTV. Commercial 
television quickly showed 
that the public had an appe- 
tite for larger quantities of 
light entertainment than the 
BBC had ever provided and, 
within ZTV, Lord Grade was 
Mr Entertainment. He often 
said there was no secret 
about his ability to gauge 
public taste: his own prefer- 
ences were precisely those of 
the man in the street 
This proved later to be a 
two-edged 'sword. Having 
impetuously backed some 
serious hut touchy projects. 


invaluable when the two Lord Grade would some- 
were involved in setting up times suppress it before his 


the- company that was to 
become ATV (later Central 
Television). In 1955. having 
re-mortgaged their houses 
and raised money from 
friends, they won one of 
Britain's first commercial 
television franchises. 

Initially their licence 
required them to provide 
weekend programmes for the 
London region and weekday 
programmes for the English 
Midlands, bill the first few., 
months of ITV were 
intensely difficult.. Lord 
Grade and his partners vir- 


programme makers had had 
a chance to run it past the 
broadcasting authorities. 
Though he had a yen to be 
taken as seriously as his 
counterpart at Granada. Syd- 
ney Bernstein, all Lord 
Grade's personal instincts 
were indeed for entertain- 
ment and “family values". 

Led by Mm and Val Par- 
nell, ITV began giving a 
delighted public the sort of 
game shows and -American 
action series which the BBC 
had always disdained. Most 
importantly they launched 
Sunday Night at die London 



Playing it safe with 
cliche-ridden charm 


Lord Grade: stuck to outrageous promises Trevor Humphries 


Born on -Christmas pay, tuaUy ran out of money and Sunday Night at die London 
1906, in. Odessa, .Jfrliadium^ a Jive-sbow_ with 

of three brothers (ftcfrfuns- - authority jjretty ' well world class stats from Judy 
were Bernards later Lord mslsted-ihey take into part- Garland to the : Rolling 
Delfont, and Leslie) 'who, 'is nership va : group; that foiled iStones topping the. bill. 
1912, WOT' brought .by their in the original bidding. Within a couple of years. 



were Bernards later Lord 
Delfont, and- Leslie) who, in 
1912, ware' brought .hjr their 
parents, Isaac and Olga Vin- 
ogradsky, to England-- They 
began their new life in a flat 
behind Brick Lane, in the 
poor east end of London. 
Lord Grade's first proper job 
in his teens was in a partner- 
ship with Al Gold called 
Grade And Gold The XN- 
Trick Dancers, and his prow- 
ess was recognised when he 
was named world charleston 
cbampioiL 

But as a performer he 
never became a star. Indeed, 
for much of his life his 
career advanced rather 
slowly. In 1935 be was 
invited by Joe Collins, father 
of actress- Joan arid novelist 
Jackie, to become a partner 
in the agency started by the 
girls' grandfather, The Will 
Collins Theatrical and 
Vaudeville Exchange; . 

Eight years later came the 
formation of Lew And Leslie 
Grade Ltd. an' agency that 
quickly attracted stars as 


His owii preferences were 
precisely those of 
the man in the street 


Within months the person- 
nel, capitalisation, and even 
company name bad changed. 
However, success followed 
just as dramatically. A few 


ITV was taking 70 per cent 
of the audience which, hith- 
erto. had belonged entirely 
to the BBC. 

Then came the happiest 


months later British com- and most successful period 


mercial television took off 
when viewers in. their mil- 
lions began buying the nec- 
essary aerials and, in the 
words of - another immigrant 
media mogul, Roy Thomson, 
ITV proved to be “a licence 
to print your own money". 

. When the system settled 
down, ATV bad. lost Us share 
of the London business, but 
Lord Grade had' established 
himself as one of the domi- 
nant members of the “horse 


of Lord Grade's professional 
life. He set about creating 
the series for which he 
became famous not only in 
Britain but in the US and 
around the world. His talent 
was in creating “packages": 
the central idea, a star (or 
two), a writer, and a pro- 
ducer or co-producer. He 
teamed the American Tony 
Curtis' with the Briton Roger 
Moore to form The Persuad- 
ers. a characteristically mid- 


Atlantic formula. Patrick 
McGoohan was Danger Man, 
and Richard Greene played 
the title role in Robin Hood. 

Lord Grade began to get a 
reputation for making outra- 
geous promises and then 
delivering- Laurence Olivier 
to star in Long Day's Jour- 
ney Into Night! Sure, shake 
on it. Burt Lancaster to play 
below the title role in Jesus 
Qf Nazareth with General 
Motors supplying the 
money? Put it there. It was 
Lard Grade who contracted 
Jim Henson to take the ani- 
mal puppets from Sesame 
Street and give them their 
own show. The Muppets. 
which Grade sold to count- 
less countries. 

In the 1960s the Grade fam- 
ily came to dominate British 
showbusiness via ATV, the 
Stoll-Moss theatre chain. 
London's Talk of the Town, 
run by Delfont, and the orig- 
inal Grade agency. 

By the late 60s Lord Grade 
was selling more pro- 
grammes overseas than all 
the other ITV companies and 
the BBC put together; more 
than $100m to the US alone 
in a single season. In 1969 he 
was knighted by the Labour 
government for services to 
exports. Had be retired at 65 
in 1971, be would he remem- 
bered now as Britain's most 
successful showbusiness 
entrepreneur: 

Instead, he attempted to 
storm the final international 
bastion and began pouring 
the tons of millions he bad 


made on his television deals 
into a succession of films, 
many of them flops. Most 
notorious of all was Raise 
The Titanic, a monumental 
disaster condemned by one 
banker with the comment 
that it would have been 
cheaper to lower the Atlan- 
tic. It was these ill-judged 
film projects that did most to 
reduce Lord Grade’s com- 
pany, the Associated Com- 
munications Corporation, to 
a state in which it could be 
taken over by Australian 
Richard Holmes a Court in 
January 1982. 

Lew Grade, created a 
baron in 1976. stuck to his 
habit of going into his office 
until he was well into his 
80s. For most of his life be 
and his wife Kathy - daugh- 
ter of a Roman Catholic fam- 
ily in Manchester and one 
time principal boy in panto- 
mime - had risen at 5am so 
that Lord Grade could be at 
his desk by 620am. He loved 
work, specifically the busi- 
ness of selling. 

More unusually, he 
seemed to have a genuine 
liking for newspapermen. 
Long after they had ceased 
to he of any use to him, he 
continued to bold his famous 
Christmas lunch for the 
press. Year after year the 
turnout was better than the 
most fashionable star could 
have hoped for: from gossip 
columnists . to the most 
ancient, revered critics, 
everybody attended. Lew 
Grade was Mr Showbusiness. 


OPERA 

CLAJ^ 

The Bartered Bride 
Tlw Royal Opera 
Sadler's Wens, London EC1 

Let's put The Bartered Bride 
back in its folksy little box. 
Let's present It like a souve- 
nir from an imaginary Bohe- 
mia. with doll's house cos- 
tumes, cutesy little children, 
real circus artistes and a 
make-believe donkey. Above 
all, let's not offend anyone. 
This is the season of festive 
cheer, and the Royal Opera 
has offended enough people 
these past two years. 

You will search far and 
wide this Christmas for any- 
thing as innocuous as Fran- 
cesca Zambello's staging of 
Smetana's comedy, which 
opened at Sadler's Wells on 
Thursday. In the best panto 
tradition, it is relentlessly 
geared towards the feel-good 
factor, and thanks to a near- 
flawless cast and a jolly final 
act, the evening ends on a 
high. But as with so much of 
Zambello's work, the sheer 
fluency of the scenography 
masks the shallowness of 
the interpretation. There's a 
bitterness, a melancholy, a 
hard-edged realism in The 
Bartered Bride that this pro- 
duction does not begin to 
address. 

Instead, we’re transported 
to a never-never land ' of 
kitschy, clichA-ridden charm, 
where fancy-dress and faux- 
naif frolics smother the 
deeper humanity of the 
piece. Hie Act 1 lovers’ idyll 
is turned into a kids' fishing 
trip. The Kecal-Jenlk duet in 
Act 2 becomes a floweT- 
planting exercise. The thigh- 
slapping dances, choreo- 
graphed by Denni Sayers, 
take off at a complete tan- 
gent to the rest of the action. 
To her credit, Zambello does 
not once offend the music. 
Equally, she never develops 
the characters beyond car- 
bon cut-outs. Beneath the 
surface. The Bartered Bride 
has an earthy complexity, it 
speaks of greed, jealousy, 
harsh social morality, and 
the emotional trials of 
coming-of-age. We get none 
of this. 

The barn which consti- 
tutes Alison Chi tty’s single 
set looks as if it has been 
constructed from an Ikea kit: 
it's clean, roomy and versa- 
tile, but like Wolfgang GSh- 
bel’s lighting, It fails to 
acknowledge that the bright- 


ness or The BaTTfivd Bride 
can only be defined bv us 
shadows. Despite the profu- 
sion of greens and yellows in 
the village scenes, and the 
pink wash of the circus, 
there's a monochrome fed 10 
the entire evening. As fur 
the costumes, they could te 
a computerised photo- 
montage of every wedding 
picture you've seen from Yt* 
Olde East-Central Europe 

If this seems liarsh criti- 
cism. it's because the pro- 
duction is so unashamediy 
glossy. Smetana's meiodic 
warmth can usually be 
relied on to redeem all - and 
it nearly docs so here. After 
a sluggish overture (every 
performance conducted by 
Bernard Haitink needs time 
to get going), tbe orchestra 
casts a poetic haze over the 
evening, like a gentle mist 
on a late summer's eve. The 
playing is quietly good- 
humoured. albeit short of 
energy, wit and point. Is 
Haitink slowing up? 

The one unalloyed trea- 
sure of the performance is 
the partnership of two 
Finns, Soile Isokoski and 
Jorma Silvasti, as Mafenka 
and Jenlk. Isokoski has an 
appealingly brittle timbre 
and a stage personality sug- 
gesting both vulnerability 
and a strong will; these qual- 
ities make her Act 3 aria the 
emotional climax of the 
piece, as it always should be. 
Silvasti is a priceless find. 
He deploys his bright but 


net lt harsh tenor with enor- 
mous musicality. making 
each phrase sound decep- 
tively simple, and convinc- 
ing us that he is the one 
character in the piece who is 
playing the long game. 

Franz Hawlata's marriage 
broker will surely develop 
wish experience. He sings 
honestly and makes a dapper 
centrepiece, without domin- 
ating the first two acts as he 
should: stronger vocal col- 
ouring would help, as would 
a more manipulative, hard- 
nosed aura. Ian Bostridge’s 
Vaiek is a lanky loon who 
stutters musically but is too 
much a figure of pathos to 
he a cuntic foil. And you can 
tell from the twinkle in Rob- 
ert Tear's eye and the spring 
in his step that he's a bom 
Ringmaster. 

The performance is sung, 
inexplicably, in Czech. 
Wouldn't it have been truer 
to tbe style of the produc- 
tion. and to Sadler’s Wells 
tradition, to use English? 
Although the renovated 
theatre has a no more than 
serviceable look about it. tbe 
acoustic is good and the 
atmosphere front of bouse is 
reassuringly egalitarian. For 
that reason alone, this 
Christmas season at the 
Wells can do the Royal 
Opera nothing but good. 


The production, sponsored by 
the Friends of Covent Garden, 
runs with alternating casts tffl 
January 14 0)171 863 8222). 



Faux-naH frolics: SoUe Isokoski and Ian Bostridge 
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AMSTERDAM 

EXHIBITION - 
RJiksmuaeum - 
Tel: 31-20-673 2121 
Adriaen da Vries (1568-1620): 
Imperial Sculptor. Major 
exhibition celebrating the work of 
the Dutch scufpior, who worked 

for Emperor RudpH If. and other 
European courtt Around 40 
bronzes wffl.be on dteplay, 
borrowed from public and private 
collections in Europe 'anti the.US, 
HighHfiHits.indude^ ttte statues 
bom the gardens at 
Drottningholm: to -Mar 14 

cOPEHA * 

;| . Netherlands Opera, Het 


i. Muziektheater . . 

*df Tel: 31-20*51 891] 

■ 4 The Queen of Spades: by_ 
Tcrtaiianrsky. -Con ducted by 

F Semyori-Byidikov ina nsw 

staging by Lev-Dodini.Dec 14, 

17, 20 •• • • | 

BERLIN 

CONCERTS 
KcHtrarthauB . — 

Tel:.49-30-2Q3090 
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• FeRcxty Lott: recital by the 
soprano .and mazzoeoprano Anri 
Murray, of works by Purcell, ' 
Schumann and others. With 
pianist Graham Johnson; •' 

Dec 17" 

• Rundfunk-Snfonieorchester 
Berfirt: conducted by Robin " 
Grfttorr Jn : Handel’s Messiah, 
witt tfe Ftundfunkchor Berlin; 
Dec.-14 

BONN 

exhibition 

Kimst- und AussteBungshafle 

derBundesrepubfik 

Deutschland 

Tel: 4&'228S17 1200 
www. kah-bom:d& 

High Renaissance in the Vatican: 
Art and Culture at the Papal 
Coiat (1503-34). The early 16th 
century saw Rome establish itself 
as the centre of art in Europe: 

- trie Vatican co mm issioned work 
■from such- great artiste as 
Leonardo da -Vinci, - Michelangelo 
and Raphael. This exhibition 
-displays some of the 
masterpieces that resulted, as 
weffaa d^aning the contexts In 
which they were produced; to 
April • ' '- . • - , 

COIWNE 

.OPERA .1- . 

Oper der Stadt . 

Tel: 49-221-221 B240 
Dfe‘ Vdgef: first modem staging ' 
for-Watter Braunfels's opera. . 
Premiered in 1920, it was banned 
by trie Nazis and largety 
foroptten untH a recent resowing. 
This production Is conducted by. 

; Bruno Wefll and staged by 


David Mouchtar-Samorai; 

Dec 15, 18, 20 

DUBLIN 

THEATRE 
Abbey Theatre 

Tel: 353-1-878 7222 
The Rivals: by Sheridan. New 
production directed by Brian 
Brady and designed by Conor 
Murphy, with lighting by Trevor 
Dawson; to Jan 23 

FRANKFURT 

OPERA 

Oper Frankfurt 

Tel: 49-69-21237 999 

WWW.fmnldiin-bUSinesS.d9/t3per 

Die Zauberfltte: by Mozart. 
Conducted by Catherine 
RQckwaWt in a staging by Alfred 
Kircriner. The cast Includes Britta 
StaBmeister; Dec 19 

HELSINKI 

OPERA 

Hnnbh National Opera 

Tet 338-9^03 021 
Anna Boiena: by Donizetti. 
Conducted by Maurizto Barbacinl 
in a new staging by Jussi Tapoia, 
with designs by Anna Kontek. 

The title role is sung by Rfikka 
Hakota/Cynthia Makris; Dec 14, 
17 ,19. , •- 

.LISBON 

EXHIBITION 

Fundagao Aipad Szenes - 
VMradaSttra 
791:351-1-388 0044 

Alberto Giacometti.' Arpad 
Szenes and VIeJra da Silva met - 


Giacometti in the 1930s, through 
gallery owner Jeanne Bucher. 

The 19 sculptures and 20 
drawings on display here are 
loaned by the Maeght 
Foundation, Saint- Paul, and 
include such famous pieces as 
Femme de Venise and Homme 
qui march©; to Jan 31 

LONDON 

CONCERTS 
Barbican Centre 
Tel: 44-171-638 8891 
wwwJ 3 arblcan. 0 rg.uk 
Candida: the Inventing America 
series continues with the London 
Symphony Orchestra, conducted 
by Kent Nagano, presenting a 
concert performance of 
Leonard Bernstein's 1955 
musical. Patricia Routtedge is 
one of an International cast; 

Dec 18, 19 

Barbican Hall 
Tel: 44-171-638 8891 
Candida: by Bernstein. Closing 
concert of the Inventing 
American festival. Conducted by 
Kent Nagano, with the London 
Symphony Chorus and soloists 
tba; Dec 19 

EXHIBITION . 

Royal Academy of . Arts 
Tel: 44-171-300 8000 
The Au Bak Ung Collection: 100 
.Masterpieces of Imperial Chinese 
Ceramics, 12th to 18tt 
Centuries. Includes works from . 
the Song, Yuan, Ming and Qing 
dynasties, which together provide 
a remarkable overview of the 
finest Chinese porcelains ever 
made; to Dec 20 


THEATRE 
National Theatre 
Tel: 44-171-928 2252 
Betrayal: by Harold Pinter. Trevor 
Nunn directs Pinter’s 1978 play, 
with a cast including Anthony 
Calf and Imogen Stubbs; 

Lyttelton Theatre; Dec 14, 15, 

16, 17 

LOS ANGELES 

OPERA 

L-A. Opera, Dorothy Chandler 
Pavilion 

Teh 1-213-365 3500 
Fantastic Mr Fox: by Tobias 
Picker. World premiere. Adapted 
from Roald Dahl's story, with a 
libretto by Donald Sturrock, and 
designs by Gerald Scarf e. Cast 
includes Gerald Finley and 
Susanna Guzman as Mr and Mrs 
Fox; Dec 15, 19, 20 

MANCHESTER 

CONCERT 
Bridgewater HaH 
Tel: 44-161-907 9000 
Halid Orchestra: performing 
Elgar/Payne's Symphony No 3. 
Mark Elder conducts; Dec 17 

MUNICH 

CONCERTS 
Phffliarmonie Qastefg 
Tel: 49-89-5481 8181 

• Munich Philharmonic 
Orchestra: conducted by Daniele 
Gatti in works by Berg, Wagner 
and Hndemlth. With 
mezzosoprano Marilyn SchmJege; 
Dec 16. 17, 18 

• Tschalkowsky-Syrnphonle- 
Orchester des Moskauer 


Run dfmks: conducted by 
Vladimir Fedossejew in works by 
Dvorak and Tchaikovsky. With 
ceflo soloist M'scha Maisky; 

Dec 15 

NEW YORK 

OPERA 

MetropoBtan Opera, Lincoln 
Center 

Tel: 1-212-362 6000 
www.metopera.org 
Lucia di Lammermoon by 

Donizetti. New production by 
Nicolas JoSI. Ruth Ann Swenson 
sings the title role and Carlo Rizzi 
conducts; Dec 15, 18 

PARIS 

OPERA 

Theatre des Champs Bysees 
Tel: 33-1-4952 5050 
The Magic Flute: by Mozart. 
Jsan-Glaude Maigoire conducts 
and the staging is by Pierre 
Constant With La Grande Ecurie 
eit la Chambre du Roy and the 
Maltrise du Centre de Musique 
Baroque de Versailles: 

Dec 16, 18 

PRAGUE 

DANCE 

Naitional Theatre of Prague 
Tel: 420-2-2108 0131 
wwwjgnetczJnd 

The Nutcracker by Tchaikovsky, 
in a staging by Russian 
choreographer Jurij Grigorovic, 
with sets and costumes by 
Simon Virsaladze: Dec 17, 18, 20 

THEATRE 

National Theatre of Prague 


Tel: 420-2-2108 0131 
www.anetcz/nd 

The Servant of Two Masters: by 
Carlo Goldoni Directed by Ivan 
Rajmont; Dec 18 

ROME 

EXHIBITION 
Palazzo Ruspoli 

Tel: 39-6-6830 7344 
www.p3iazzomsfioCi.it 
The Denis Mahon Collection: last 
stop (or the touring exhibition of 
more than 80 Italian baroque 
paintings collected by Denis 
Mahon. Includes works by 
Guercino; to Jan 15 

TV AND RADIO 

• WORLD SERVICE 

BBC World Service radio for 
Europe can be received in 
western Europe on medium wave 
648 kHZ (463m) 

EUROPEAN CABLE AND 
SATELLITE BUSINESS TV 

• CNN International 
Monday to Friday, GMT: 

0&30: Morteydne with Lou Dobbs 
13.30: Business Asia 

19.30: World Business Today 
22.00: World Business Today 
Update 

• Business/Market Reports: 
05:07; 06:07; 07:07; 0820; 0920; 
1020: 11:20; 11 '32; 1220; 1320; 
1430. 

At 0830 Tanya Beckett of FTTV 
reports Kve from UFFE as the 
London market opens. 
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Human rights in transit 


The 

A s we celebrate the 

50th anniversary 
of the Universal 
Declaration of 
Homan Rights, should we 
feel triumphant and optimis- 
tic at the progress of human- 
ity towards a global ordert 
Or should we remain more 
cautious, sceptical if not cyn- 
ical at the spectacle of legal 
breakthroughs that contrast 
sharply with an interna- 
tional reality that continues 
to be dominated by violence, 
tribalism, and ethnic cleans- 
ing? 

Two weeks ago. we all felt 
like "British lords", to bor- 
row an expression from Dan- 
iel Cohn- Bench t, the charis- 
matic student leader of May 
'68, who has become once 
more a media star politician 
in .France. 

The decision of the House 
of Lords over General 
Au gusto Pinochet, the for- 
mer Chilean dictator, consti- 
tuted; a fundamental revolu- 
tion in international law. 
This revolution was further 
reinforced by the decision by 
Jack Straw, the British 
home secretary, to authorise 
the start of extradition pro- 
ceedings at the request of 
the Spanish government. 

More than ever. Britain, 
regardless of the denuncia- 
tions of Baroness Thatcher, 
fulfilled its role as Europe’s 
moral leader in democracy. 
At ' long last, universalis m 
and extra-territoriality are 
■being recognised as neces- 
sary conditions for the effi- 
ciency of justice. Sover- 
eignty is slowly giving way 
or at least fighting a rear- 
guard battle. 

However, the struggle is 
far from over. Contradictions 
abound. All over Paris, large 
posters remind French citi- 
zens of their human rights 
achievements and their free- 
dom to write and express 
themselves without fear of 
Censorship. But at the same 
time, while France enthusi- 
astically supported the deci- 
sion of the House of Lords 
on Gen Pinochet, the govern- 
ment was welcoming to 
Paris President Kabila of the 
Democratic Republic of 
Congo - formerly Zaire - 
whose human rights record 


British law lords’ ruling on General Pinochet demonstrates the progress 
towards collective moral responsibility In international affairs 


Is just as bad as that of Pino- 
chet. 

It is so easy to say that 
governments support human 
rights as long as their recog- 
nition does not contradict 
important national interests. 
This occurs not only in 
Europe bat in the US as 
well. 

In Iraq for example, the US 
is punishing an entire sod’ 
ety to weaken a regime and 
to overthrow one man, Sad- 
dam Hussein. By contrast, in 
Chile, the US seemed intent 
on protecting a man. Gen 
Pinochet in the name of the 
stability of society. 

In reality, we are witness- 
ing all over the western 
world the opposition of two 
contradictory logical pro- 
cesses. On the one baud 
there is the process of global- 
isation whose frill conse- 
quences we are Just begin- 
ning to discover and 
integrate in our collective 
behaviour. On the other, 
there is a continuing Implicit 
acceptance that human 
rights criteria are variable, 
fluctuating between univer- 
sahsm and relativism. 

What is acceptable behav- 
iour for a given continent or 


country is not required from 
a less “civilised ” part or the 
world. How many hundreds 
of thousands of dead or 
starving black Africans do 
you need to mobilise world 
emotions, compared with a 
few hundred Kosovars or 
Bosnians? 

This process of selective 
expectation constitutes one 
of the main obstacles to the 

'Globalisation 
means dictators 
will have nowhere 
to hide in the 
global village’ 


making of a more stable 
world order. But this 
implicit form of racism 
should not hide more funda- 
mental changes. We may 
still tend to think in tradi- 
tional sovereignty terms, but 
in reality, globalisation is 
fundamentally transforming 
the human rights debate. 

Globalisation does not sim- 
ply mean interdependency. 


the reduction of the role of 
the state to the. benefit of 
other players be they large 
companies or non- 
governmental organisations 
(NGOs) or the redefinition of 
the notion and currencies of 
power. 

It means that a dictator 
will have nowhere to hide in 
our global village. It means 
universal accountability and 

responsibility. 

The creation of an Interna- 
tional Criminal Court can 
only contribute by exerting a 
deterrent effect on the sys- 
tematic use of terror and 
human rights abuses . by 
some regimes that are identi- 
fied with particularly grue- 
some dictators. 

On the positive side, the 
Milosevics of the world will 
find it difficult to travel 
abroad. But as a negative 
consequence of this globali- 
sation, they will want to 
cling to power indefinitely 
since there would be no com- 
fortable "safe havens" to 
welcome them if they were 
to be ousted. 

Globalisation has another 
troubling implication. We all 
know what is happening 
across toe world when in the 



No safe haven: a demo nst r a t i on recently In central London against General Pinochet 


Reuters 


Exclusive Property in 

JACKSON HOLE, ¥Y 



TOTAL SECLUSION IN 100 ACRES OF FOREST AND MOUNTAIN 
MEADOWS ADJACENT TO SOME OF THE BEST SKIING IN THE WORLD 

1 estate consists of two rcsidencas and two out buildings adjoining the Jackson Hole 
Mountain Resort. The main lodge is a masterpiece of construction, style and quality. Over 
10,300 sq. ft. of living space is designed on 3 levels. Including 6 ted rooms, 6.5 bathrooms, 
library, owner's office, kitchen, dining room, exercise and spas facilities. The mechanics of 
the home include self-sufficient electric generator, state of the art security system and 
iivdronic floor heating. 


For a review of the this property please call 
Jackie Montgomery. 




P.O. Box 3261 
[ackson Hole, WY 83001 
V.S.A. 



S77.739.8123Tuu.Free 
307.739.8123 
307.739.8097 FAX 


EMAIL; Jackie @JH Realty 


past it was bo convenient to 
be able to {dead ignorance. 

Yesterday, In a world with- 
out satellites, you' could 
claim to ignore dramatic 
events taking place on your 
doorstep. To justify his 
silence during the second 
world war. Pope Pius XU 
could say be was ignorant of 
the reality 'or extent of the 
Holocaust 

Today’s massacres are tak- 
ing place In front of our col- 
lective eyes in our global 
world. In some cases, the 
intelligence community 
actually follow them live, 
second by second, thaitira to 
the growing precision of our 
satellites. This is almost cer- 
tainly what happened during 
the ethnic *i<«mghTg of Sre- 
brenica in 1995- Not to know 
will soon become a privilege 
of the past. 

To justify inaction, other 
reasons or pretexts will have 
to be Invented is the know- 
ledge that one cannot Inter- 
vene e verywh ere and at an 
times. . 

In the meantime, we will 
be standing for a long period 
between two worlds, In a 
transitory phase character- 
ised by the existence of a 
gap between international 
law and the emotions of 
world public opinion. 

A global world can only 
lead to contradictory reac- 
tions. The more global we 
become, the less interna- 
tional we may want to be. 

The Images of "multiple 
horrors" can lead to conflict- 
ing reactions, in favour of 
intervention or Isolationism, 
most probably as a function 
of thi> geographic ' and cul- 
tural distance involved. 

Thanks to the decision of 
the British law lords, we are 
witnessing an undeniable 
progress of humanity toward 
some uni ve realist criteria. 
Progress is bound to be slow 
and confused. In the years to 
come we wilt need a combi- 
nation of vigilance and com- 
mon sense. 

The author is deputy director 
of the Paris-based Instttut 
Francois des Relations Inter- 
nationals and editor of Poli- 
tique Etrang&re. He writes 
here in a personal capacity. 


LETTERS TO THE EDITOR 


Malaysia will not confiscate shares 


-fVom MrJ.IL Amir. 

/Six, Yeas article . CTbugh 
controls hit foreign inves- 
tors", December 5) Is not 
only unfair and winjbffiding 
but it has omitted very 
important facts which 
should be of interest to the 
shareholders of Malaysian 
stocks and. possibly others. 

I should perhaps empha- 
sise that the government of 
Malaysia has no intention 
whatsoever to - confiscate 
shares, hi feet, what the gov- 
ernment is doing is to 
ensure an orderly and fair, 
market in the trading of 
Malaysian securities, 
through proper legislation. 
There have been important 
amendments, effective since 
November L. by the parlia- 
ment to the- Securities Indus- 
try (Central Depositories) 
Act 1991 to enhance the 
transparency of the market 
and act as a measure to elim- 
inate any Irregular activities 
involving manipulation, of 
the market. 

With the amendment all 
investors are required to 
deposit their shares with the 
Malaysian Central Deposi- 
tory (MOD) by December l 
1998. Only investors who 
have felled to do so or felled 


to transfer - their- existing 
Central Depository System 
(CD$).mto> the account of the 
. benefidal owner , or author- 
ised nominees will find their 
securities, by operation of 
law, transferred to the minis- 
ter of .finance's securities 
account. But this Is only.for 
administrative purposes; All 
the : owners of shares, be they 
Malaysians or foreigners, 
can recover ownership of 
their shares by applying to 
the Share Recovery Unit of 
the Securities. Commission. ; 

Applications using the 
standard forms, which- may 
be obtained from the High 
Commission, are not as com- 
plex as you had alleged. 
What Is required , is simply 
basic i n fo r m ation about the 
applicants such as their 
name, nationality, address 
and description of their secu- . 
rities. 

While form SRU1 is meant 
for those who. have foiled to 
deposit securities scrip with 
MCD by December 1 1998, 
form SRU&is for those who 
have felled to transfer secu- 
rities into the account of the 
beneficial owner or an 
authorised nominee by 
December 1. In this regard. 
The High Commission will 


Companies In tee context of oppression 


From Sir Geoffrey Chandler. 

Sir, An editorial change to 
the text of my article "The 
wages of oppression" 
(December 10) seriously dis- 
torts my meaning. 

I had written that for 
"companies to profit unpro- 
testragly in the context of 
oppression" mil be hugely 

damaging 

The change to “profit 


unpro testingly from oppres- 
sion” carries, a wholly false 
implication. 

Apart from the tiny 
minority of companies which 
trade in torture equipment 
or willingly see - their 
products misused for human 
rights violations, companies 
in general face greeter risk 
to personnel, long-term 
profits and reputation where 


Russian loans illustrate Keynesian quip 


From Professor Ira Sofm. 

Sir, The IMF’s dilemma 
("IMF feces dilemma on Rus- 
sia loans’*, December B), 
reminds me of Mr Keynes's 
famous quip more than SO. 
years ago. 


He said: “If a bank lends 
you £li000 and you are 
unable to pay, you have 
problem. If a bank lends you 
£1,000,000 and you are 
unable to pay, the bank has 
a problem!" 


Ira Sohn. 

Professor of Finance. 
School of Business 
Administration 
Montclair State University, 
Upper Montclair. 

New Jersey 07043 


Number One Southwark Bridge, London SE1.9HL 

We are kaeo to oncowQe letters from reactor^ wnrlcMda- Lettare m#yt» taxed to *44 171-673 5938 (sal la 'fnn 1 4 .rod] 
W»s. odtoOltcom Pubtdhact tattwa ora steo awuaito on tho FT nob sfla, hopy Aiw/w JTxcm Tn anfiW wn may be avauabia vj 
letters written n (he main rwnaflaral languages. Fa* 0171 873 583a tanas snouU be typed aid no( hood wntun 


ECON^^ 

Little saving grace 
for the US 

The day that American consumers stop spending and start saving again 
could bring serious problems for US growth 


S ixty-flva years ago, 
as the Great Depres- 
sion Intensified, 
unemployment 
soared and wages collapsed, 
Americans were forced to 
draw down their meagre 
savings to keep their living 
standards from dropping 
Into free fan. 

The desperation to stay 
afloat was reflected in a neg- 
ative national savings rate 
that lasted until economic 
conditions began to recover 
later in the decade. 

Since then, the US has 
never seen another period of 
aggregate private sector dis- 
saving - until now. For two 
months autumn, the 

nation’s savings rate 
dropped into negative terri- 
tory again, as spending out- 
stripped individuals’ 
incomes. 

In the 1930s, of course, the 
disappearance of thrift was a 
reflection of economic crisis. 
In 1998, the same phenome- 
non reflects an age of almost 
unparalleled prosperity. 

Far from being forced to 
run down their savings in 
the late 1990s, Americans are 
choosing: to do so. Because 
their stock of wealth -has 
increased by so much in. the 
past five years they no lon- 
ger feel the need to keep sav- 
ing. Asset values, most obvi- 
ously those of equities, have 
risen so much that 
Americans cannot in fact 
spend their accumulated 
wealth East enough. In spite 
of the rundown in savings, 
household net worth contin- 
ues to rise. 

While the 1930s “prodigal- 
ity" was a tragic necessity 
for many Americans, the col- 
lapse in US savings in the 
past year or two has some 
economists alarmed. They 
see it as the ultimate exam- 
ple of late-cyde excess. Neg- 
ative or even just very low 
savings are unsustainable, 
they argue, and two dangers 
arise from the current 
unusual state. 

First, at some point, con- 
sumers will seek to rebuild' 
their savings. That is simply 
the flip aide of saying they 
will stop spending. - And. 
since consumer expenditures 


Saving Ms new lows as wealtfiliRs new highs 
(% of disposable jnoameL. . '-1 ' 

Personal auty . ttxwMd net worth 'AS'; 

10 ' ' ' • ' i- .. 700 ■ 



have been the driving force 
behind the acceleration In 
US growth fn toe past three 
years, that spells problems 
for the sustainability of the 
expansion. 

Second, the low savings 
rate underlines more dra- 
matically than ever the 
dependence of the US econ- 
omy on the equity bull mar- 
ket of the mid-late 1990s. If 
stock prices fall to anything 
approaching more normal 
valuation levels, consumers’ 
need to rebuild their per- 
sonal balance sheets 


year, for example, the gov- 
ernment's statisticians mafe 
an important change. 
Mutual frind distributions 
paid out of capital gains are 
no longer counted as part of 
income. This, seems a sensi- 
ble move — while dividends 
are still regarded as Income, 
it seems odd to count capital 
gains - even if paid out in 
distributions. 

Since savings are mea- 
sured as the residual 
between total income and 
expenditures, the reduction 
in income that this change 


The coHapse of savings has been one 
of the most striking phenomena of 
the US economy in the 1990s 


will be all the greater. 

These concerns cloud the 
economic outlook for toe US 
and the world in the next 
year. ■ 

The collapse of savings 
has been one of the most 
striking phenomena, of the. 
US economy in the 1990s. In 
1993, the- savings rate was 
just below 6 per cent, histori- 
cally - a figure that was 
already quite low. But since 
then it has declined steadily 
every year to the current 
level of just below zero. 

The' methods of calciilat-- 
ing . savings . rates have 
changed,- making straight' 
comparisons, even over -the 
.past decade, difficult. This 


produced - about 1 per cent 
- led to a . fail of a- similar 
size in the savings rate. 

Demographic factors 
dearly have something to do 
with this decline. Different 
age groups save at different 
rates. The higher the propor- 
tion of elderly in the popula- 
tion, for example, the lower 
the savings rate is generally 
considered likely to be. 

But in .the US the move 
away' from thrift seems to 
have been monrdirectly tied 
to the value of the stock 
market. The main demo- 
graphic feature of the past io 
years has been the arrival to 
middle age of the baby-boom 
generation. . . 


mi 




provide necessary assistance 
if required. • 

With regard to the article s 
a ccompany ing picture and 
caption “Gloom and doom: 
rioters In Malaysia do not 
offer- much hope for foreign 
investors”, we beg to differ 
as it does not reflect the 
a cfr Mj situation to Malaysia. 

. Confidence has gradually 
returned to the country. A£ 
-James Mackintosh himself 
rightly said, the country's 
-stock market has almost 
doubled since the imposition 
of the selective Exchange 
Control Measure in Septem- 
ber. Malaysia is on the road 
to recovery based on recent 
economic indicators and 
strong fundamentals. Indeed, 
British industry takes a long 
view of Malaysia as evident 
in the recent investments by 
companies such as BT. Blue 
Circle- and National Power. 

We continue to welcome 
all business co-operation and 
Malaysia's open market 
economy continues to pre- 
vail 

Hr JJ4. Amir, 

hi ph commissioner of 

Malaysia. 

45-46 Beigrave Square, 
London SW1X 8QT 
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they operate under oppres- 
sive regimes, hence their 
need for appropriate poli- 
cies. 

Sir Geoffrey Chandler, 
Chair, Amnesty Interna- 
tional, 

UK Business Group, 

46 Hyde Vale, 

Greenwich, 

SE10 8HP 
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Of course, the baby boom 
generation has been saving 
. - only passively. The equity 
bull market of the past few 
. years has raised household 
net worth to a record multi- 
ple of six times disposable 
income, up from five times 
income just four years ago. 

- According to calculations 
by David Wyss, chief econo- 
mist at DRl-McGraw Hill, 
households spend about 2.5 
per cent of any additions to 
their wealth. The rise in the 
net worth to income ratio in 
the past four years has cut 
the savings rate by about 
3.75 percentage points, he 
estimates. 

This has meant that con- 
sumers have not only been 
able to finance their longer- 
term savings needs. It has I 
also meant they feel able to I 
take on a much higher level 7 
of debt 

The average household 
now has debt equal to its 
a nn u al disposable income; 
excluding mortgages, debt is 
still more than a fifth of 
income - both record fig- 
ures. 

The danger Is obvious - at 
some point, faced with the 
approach of retirement, 
many baby boomers will 
decide they need to rebuild 
their savings base and pay 
off debt. Furthermore, a 
stock market correction 
would expose the true vul- 
nerability of their personal 
balance sheets. 

But there is another factor 
that could make the eco- 
nomic consequences worse. 

The great concentration of 
the increase in wealth in the 
past few years has been 
among the top 20 per cent of 
mcome earners. And this 
has been the sector of the 
population that has been the 
mast eager to spend and the 
most willing -to acquire 
higher levels of debt 

It see ms inevi table that at 
some point in the next few 
.years, these big winners 
too® the 1990s stock market 
will either decide, or be 
forced, .to retrench. When 
that happens the remarkably 
US economy will 
need to find another growth 
engine to stay airborne/ 1 "^ 
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History in the 
unmaking 


For the past few days, the US 
public has been treated to the 
less than compelling sight of poli- 
ticians self-consciously and clum- 
sily grappling with “history” and 
their role in its making. 

Bnt debate at the impeachment 
inquiry into President Clinton 
was little more than a party polit- 
ical broadcast, with members of 
the House of Representatives 
judiciary committee staring dap 
into the television cameras a nd , 
apart from a couple of minor 
exceptions, voting straight along 
party lines. 

Given the committee's Republi- 
can majority, its members inevi- 
tably approved four articles of 
impeachment against Mr C linto n 
and referred his case to the full 
House for a formal impeachment 
vote later this week. This is polit- 
ical theatre and, barring the 
extraordinary, the denouement is 
already done. Even if the House 
does vote to impeach the presi- 
dent, the Senate almost certainly 
will not 

As for the president, he is 
unable to bring himself to admit 
that be lied under oath. His pub- 
lic apology on Friday before 
departing for the Middle East, 
where history is in the making, 
was less than useftil, apparently 
because of legal advice that be 
could face prosecution for per- 
jury after he leaves office. 

These are hardly the glory days 
of Mr Clinton or the US Con- 
gress. And there is a danger that 
this sordid business will not be 


settled. until well into o«t year, 
even though voters indicated at 
the - mid-term elections that the 
president was entitled to keep his 
job. in spite of cheating on the 
country. 

For many Republicans, the pro- 
longing of the impeachment pro- 
cess appears to be an attractive 
alternative to a stiff censure. 
While the president is arguably 
guflty of abuse of office, this tac- 
tic is a clear abuse of process. 

Few Republicans believe that 
Mr Clinton, will be impeached, 
but they are prepared to allow 
the country to be distracted by 
many months of a Senate trial 
because of pressure from their 
conservative wing, and because 
they have a faint hope that 
another scandal will somehow 
surface and put the president in a 
genuinely precarious position. 

The US and its president can- 
not afford to be consumed by this 
affair for much longer. Mr Clin- 
ton. who has brought this ridicu- 
lous mess upon himself, should 
be strongly censured, and he 
must produce a once-and-fbr-all 
apology that deals directly with 
his deceit. 

And to bring the matter to a 
quick close, the House should 
vote this week against the 
impeachment of the president At 
this moment Republicans appear 
eager to give Mr Clinton another 
swift Congressional kick. They 
would do their country, and the 
worlds a favour if they settled for 
a censure. 


Back to the pit 


Members oC the Chicago Board of 
Trade, the world's largest deriva- 
tives exchange, took a backwards 
step last week when they ousted 
Pal Arbor from the chairman- 
ship. The vote, albeit an agonis- 
ingly close one, underlines the 
widening gulf between the CBOT 
and its increasingly sophisticated 
counterparts in London and 
Frankfurt 

Although David Brennan, the 
new chairman, has paid lip ser- 
vice to new technology, including 
electronic trading, he cam- 
paigned on a conservative plat- 
form and was elected mostly with 
the votes of those who support 
the retention of the exchange’s 
"open outcry” floor trading sys- 
tem. 

Mr Arbor, by contrast, bad 
favoured a Joint clearing system 
with the Chicago Mercantile 
Exchange, backed by larger 
firms. He was also in the middle 
of preparations to set up a joint 
electronic trading platform with 
Eurex, the Frankfurt-based elec- 
tronic exchange, and Europe's 
largest. This could now be in 
jeopardy. 

Whether the new chairman 
becomes a captive of vested inter- 
ests at the CBOT depends in 
large part on the actions of the 
Commodity Futures Trading 
Commission, the US regulator. 
The CFTC upset many in the 
derivatives market last year 
when it imposed a freeze on the 
introduction into the US .of elec- 
tronic terminals linked to foreign 
exchanges, such as Eurex. Some, 
including senior officials on 


European exchanges, saw the 
freeze as a thinly-disguised move 
to protect Chicago from its more 
technologically advanced coun- 
terparts in Europe. 

Unhappily for Chicago, the 
CFTC looks likely to lift this ban 
in the near future when it 
announces a new framework gov- 
erning the operations of foreign 
derivatives exchanges in the US. 
It is crucial, both in t erms of the 
credibility of the CFTC as a regu- 
lator and for the health of the US 
derivatives market in general, 
that the CFTC establishes a level 
playing field between foreign and 
US exchanges. 

Eurex’s success over the past 
18 months in challenging the 
London International Financial 
Futures and Options Exchange’s 
dominance of the European mar- 
ket has demonstrated the superi- 
ority of screen-based trading in 
the futures market. Electronic 
trading is not rally cheaper than 
floor-based trading but it is more 
efficient More importantly, it is 
what tile market wants. Ufle all 
but conceded tills argument by 
embracing screen-based trading 
earlier this year. 

Whether deliberate or not the 
CFTC has shielded the US 
exchanges from the effects of 
these changes over the pest 13 
months. Last week’s vote demon- 
strated that a majority of the 
CBOTs members remain wedded 
to. an increasingly outdated and 
costly form of trading. If traders 
in Chicago do not have the will 
to embrace the future, then the 
CFTC should do it for them. 




Competitiveness 


,-ery British government sets 
.elf the of transforming the 
S's competitiveness. It is bound 
foil, since competitiveness is a 
igue and shifting concept, over 
ik-h governments have limited 
fluence. The latest attempt - a 

iife paper from Feter Mande!- 
n. the trade and industry secre- 
ry, due this Week - should set 
self narrower objectives. - 
The first should be to heighten 
repetition .within the UK. econ- 
ay. Mr Manddson is havering 
or whether to remove minis- 
rs from the process of review- 
g mergers. - He should step 
tck. Just as important, the com- 
tition authorities should not 
L-rely wait for mergers or com- 
aints. but actively seek out 
it: -competitive beh aviour . 

The government’! s second task 
to establish a narrow but gen- 
ous role for the- state in financ- 
g basic scientific research in 
tiversi ties. The. wider task of 
Jus trial research and develop- 
ent should fall on industry, 
awing this distinction properly 
part of government’s rote. 

A third priority is 
i tain's archaic and inefficient 
inning system, Not only doesjt 
suit m the interminable farce 
the inquiry into Heathrow s 
oposed Tenninal 5. it 3150 
aterpins the lack of competition 
nianv industries. 

Fourth comes the need to 
form bankruptcy. Jaws- Mr 


Mandelson wants to make it 
easier for failed businessmen to 
start again. More important still 
is to ensure that the collection of 
foag takes a lower priority in 
the bankruptcy process. 

■ The white paper's -fifth objec- 
tive should be to grasp that man- 
ufacturing is no longer the 
engine of the UK economy. Skill- 
intensive sendees are. The gov- 
ernment should promise to stop 
subsidising manufacturers to 
locate frr Britain. Instead, it 

should reinforce the country's 

strengths in service businesses, 
which need the talents of individ- 
uals who could settle anywhere. 

That does not mean replaci n g 
subsidies for car plants with sub- 
sidies for films. Both are equally 
pointless. Instead, it means 
enhandng-tbe quality of life in 
Britain’s cities. World-class" 
opera, efficient public transport, 
sensible licensing hours for pubs 
and restaurants - these are the 
competitive weapons ol the 
. future. 

Most of these themes, of 
.com a e , fall outside Mr Mandd- 
son-s - responsibilities. So the 
sixth directive should be. a radi- 
cal re-examination of the purpose 
of his department. Reform is' 
essential. It might not bdp over- 
all .British competitiveness - but 

it would do wonders for the pru- 
. duetiylty Of government- 





Europe’s spoils up for grabs 


W as the European 
Union’s remarkably 
relaxed weekend 
summit meeting in 
Vienna a case of calm before the 
storm or evidence of a growing 
maturity and cohesion among the 
member states? 

It is a truism that friendships 
come under strain when money 
is involved. But expectations that 
the two-day meeting, which 
ended on Saturday, would wit- 
ness an epic clash over the EU’s 
future finances proved wide of 
the mark. 

It is easy enougb to dismiss 
Vienna as the summit that 
ducked all difficult issues, 
pushed many forward for solu- 
tion in Germany’s six-month 
rotating presidency which begins 
on January 1. and promised to 
resolve others in the second half 
of 1999 when the baton passes to 
Finland. 

But it could equally be seen as 
a workmanlike gathering where 
the EU’s 15 leaders maintained 
their collective cool even though 
they knew difficult financial 
questions threatening important 
national interests would be 
impossible to avoid in negotia- 
tions over the coming months. 

The final verdict will probably 
not emerge until the early hours 
of March 26. when a two-day spe- 
cial summit in Brussels set by 
the 15 EU leaders to find agree- 
ment on the complex package of 
EU reforms known as Agenda 
2000 is likely to end in a negotia- 
ting marathon or tears. 

Then we will know whether 
the EU is capable of reforming its 
finances and curbing its spending 
on farm support and structural 
funds and be fit to absorb the 
new members from among the 
former communist countries of 
eastern and central Europe. 

The Agenda 2000 negotiations 
wifl be a crucial test of the will- 
ingness of member states to 
make financial sacrifices in the 
interests of the union. They wQl 
be a particular challenge for the 
new left-of-centre German gov- 
ernment, that wants to end Ger- 
many’s role as the financier of 
Europe by cutting its gross con- 
tribution of Ecu22-6bn towards 
the EcuS5bn annual EU budget. If 
Gerhard Schrdder, German chan- 
cellor, achieves this goal over the 
coming three months, it will 
eclipse the mistakes and mishaps 
of his administration’s first 


Leaders at the Vienna summit maintained their collective 
cool despite tough decisions ahead, writes Peter Norman 


weeks in office. 

The political stakes in other 
countries are equally high. Tony 
Blair, British prime minister, 
wants Britain to be “a construc- 
tive, serious player in Europe”. 
But he must also defend tbe £2bn 
rebate from tbe EU budget nego- 
tiated by Baroness Thatcher in 
the early 1980s. If be is perceived 
to abandon British interests, the 
recent hysteria whipped up in 
E u rosc ep tic parts of the British 
press over suspected plans for 
tax harmonisation in the EU will 
appear triviaL 

Jose Maria Aznar, tbe Spanish 
prime minister, has to defend his 
country’s net receipts of close to 
Ero6bn, conscious that Felipe 
Gonzales, his predecessor and the 
man who negotiated Spain’s gen- 
erous treatment in 1992, is 
waiting to pounce and accuse 
him of political failure should he 
make too many concessions. 


fair, balanced and acceptable out- 
come based on solidarity and 
budgetary rigour”. 

Putting those words into prac- 
tice will not be easy. At tbe end 
of the talks Mr Schroder said he 
hoped “there was a serious will 
to complete the agenda” and 
claimed the final communique 
made clear that success would 
only be possible if all member 
states compromised. 

But he also acknowledged that 
the negotiations at the end of 
March would be a cliff-hanger 


To a large extent, 
the harmony of 
Vienna was achieved 
by skirting round 


the issues 


While Mr Blair defended it as jus- 
tified and not negotiable, Goran 
Persson. the Swedish prime min- 
ister. told a TV interviewer that 
“Thatcher has resigned and it is 
up to the Brits to pay for them- 
selves in ibe European Union". 

On tbe otber hand there was 
none of the stridency that accom- 
panied the acrimonious negotia- 
tions in the early 1960s when Mrs 
Thatcher battled for tbe British 
rebate. 

Mr Schroder made clear that 
Germany still expected to be a 
significant net contributor after 
Agenda 2000 had been agreed. “I 
don't expect to win the lottery on 
the Inst night of the negotiations. 
But the curve showing Ger- 
many's share or the financing 
should not keep going up. but 
down." 

Mr Blair admitted at one point 
that Britain “was going to have 
to make changes" to pay for 


Tbe agenda threatens to pro- enlargement. But he stressed 


voke a split In the EU between 
north and south and rich and 
poor. Germany, France and 
Britain, backed by the Nether- 
lands, Austria and Sweden, are 
pushing for a real freeze on EU 
spending up to 2006 to pay for 
enlargement Spain, Portugal and 
Greece argue that they wifl be 
left economically farther behind 
if the agenda negotiations cut 
their regional assistance to sup- 
port newer, poorer me mb ers. 

Waiting In the wings are the 
applicants for EU membership. 
The six that began negotiations 
last month - Poland, Hungary, 
the Czech Republic, Estonia, Slo- 
venia and Cyprus - are already 
disturbed by the EU’s refusal to 
set deadlines for their entry. 

“Nobody wants to pay more, 
some want to pay less, nobody 
wants to get less and we have to 
spend, more for enlargement,” 
was how Jean-Luc Dehaene, the 
Belgian prime minister, summed 
up the EU’s dilemma. 

It must count as progress that 
the summit document reported 
the leaders’ “firm commitment to 
reach overall agreement on 
Agenda 2000” at their meeting on 
March 24-25. 

In their final statement they 
encouraged each other to make a 
“fall contribution to achieving a 


3nd might only be settled 
between four and five in Ihe 
morning. “I have to prepare 
myself for that psychologically 
and physically.” 

To a large extent, the harmony 
oF Vienna was achieved by skirt- 
ing around the issues. Tbe threat 
of a Spanish veto prevented any 
mention of a possible real freeze 
of EU spending in the final state- 
ment. The six countries had to be 
content with a vague acknowl- 
edgement that work by member 
states should also be examined 
carefully in reaching an overall 
agreement. 

The British rebate was raised 
in national press briefings rather 
than in leaders' discussions. 

HI budget balances of membra states 

Ecu bn [after ik rotate) 

MBtco H lu rtais 


that London’s priority lay in 
curbing EU outlays, especially 
through reform of the common 
agricultural policy (CAP) that 
still accounts for about half of 
EU spending while farming 
makes up only 1.8 per cent of EU 
gross domestic product. 

In addition to such tentative 
signs of compromise. EU member 
states are prepared to put aside 
their differences over money and 
strike up alliances in other policy 
areas. 

Mr Aznar is a critic of the UK 
budget rebate while Mr Blair 
believes that the CAP and the 
structural and cohesion funds, 
which greatly benefit Spain, “des- 
perately and urgently cry out for 
reform”. But that has not stopped 
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A lesson 
from Issing 

Want to know what's going 
through the mind of Otmar 
issing? The learned chief 
economist at the European 
Central Bank drops re gular p ublic 
hints about the future efireeflon of 
monetary poRcy. But for real 

insight, buy a copy of hts' 
economics textbook. 

■ issing, S2 r has just published a 
new edition of his tome on 
monetary theory, a standard text 
in the economics departments of 
Gentian universities. The 11th 
edition of Introduction to 
Monetary Theory contains one 
intriguing change: the c hap ter on 
price instability - which was 
previously heavily weighted to 
the discussion of inflation - now 
indudes a far bigger chmk on 
deflation. 

issing denies there is any 
Rkeiihood of deflation In , the 
euro-zona The change of 
emphasis merely reflects the drift 
of recent public discussion. In 
the inflationary 1970s, he says, 
he thought hard about removing 
the section of deflation altogether 
because no-one was interested. 
The chapter on Inflation, we are - 
reliably informed, Is there to stay. 

Nobel savage 

No place at last week’s Nobel 
banquet for Cal Skit, arguably ' 
Sweden's most respected 
Int e rna tio nal statesman. The 


former international envoy to 
Bosnia had his customary 
Invitation revoked by the Nobel 
Foundation - ostensibly because 
of lack of space at Stockholm 
city halL The leader of the 
Moderate party was forced to 
decamp to a local Italian 
restaurant with other opposition 
party leaders. 

Bitch's peacemaking skats 
might have come in useful. 
Portuguese literature prize winner 
Jose Saramago broke with 
tradition by using his Nobel 
aoceptanc8 speed) to de&ver a 
stinging attack on governments 
and big business fra* ignoring 
human rights. "Multinational 
companies are the real powers 
that govern the world. They 
reduce to next to nothing what is 
left of the democratic ideal, D 
declared the noted communist - 
as cabinet ministers and 
business leaders looked on in 
stony silence. 

Like ail laureates, Saranago 
now gets an automatic place lor 
fife at the glittering highlight of 
Stockholm's social calendar. 

Bfidt has been promised an 
invitation next yes'. 

Curve ball 

No wonder Rupert Murdoch, 
owner of the Los Angeles 
Dodgers, has granted hj$ 
baseball team's newest star foe 
perk of traveling (n the corporate 
jet with a guaranteed salary of 
$1 05 m over foe next seven 
yeas, ha wouldn't want any 


harm to come to right-handed 
pitcher Kevin Brown. 

Murdoch’s $15m a year for 
Brown has set a new record kt a 
sport that has seen some crazy 
salaries of late- Even Atlanta ace 
Greg Maddux, a legend in the 
making, only commands around 
$13m a year. 

Brown’s own career is a 
testament to foe havoc that Kg 
salaries can wreak on a sport 
Two years ago he helped lift 
Wayne Hulzenga’s expensive 
collection of all-stars, the Florida 
Marlins, to a World Series title. 

The upshot the Waste 
Management and Blockbuster 
Video founder decided he 
couldn’t afford foe Marlins’ 
sky-high salaries and promptly 
sold off aH his stars. Fans of foe 
LA Dodgers will be hoping that 
Murdoch has more staying 
power. 

Central perk 

Keeping an eye on foe money 
supply has been a growth 
Industry for most of this century 
- but for now much longer? The 
Asian crisis has already caused a 
shake-out in countries like 
Pakistan and Korea, which 
between them axed 3,000 central 
bank jobs last year. Europe could 
be next 

It turns out that the central 
banks of countries in the 
euro-zone employ no less than 
53,000. according to foe latest 
Morgan Stanley Dean Witter 
Central Bank Directory. That's 


twice foe number required to 
keep the l)S Federal Reserve 
system ticking over. 

Despite the fact foal 
responsibility for setting interest 
rates is about to be handed over 
to Frankfurt, the central banks of 
Ireland, Luxembourg and the 
Netherlands recruited additional 
staff last year. Only Rome seems 
serious about slimming: foe Bank 
of Italy shed nearly 5 per cent of 
Hs workforce. 

You don't need a grounding in 
econometrics to see that there 
are more job losses to come. 
That said, there are likely to be 

any number of vacancies up for 
grabs in Frankfurt as the 
European Central Bank gets Into 
its stride. With only 550 
employees on the books at the 
last count, the ECB currently has 
fewer staff than its counterpart in 
Nicaragua. 

Jacques Santa 

Hungarians are getting serious 
about joining the European 
Union. Spotted this weekend 
trudging through the Budapest 
snow was Santa Glaus - with the 
EU’s star-spangled symbol on 
the end of his hat. 

The festive flag-carrier is being 
taken at face value by foe EU's 
man in Budapest. Michael Lake. 
“This is serious stuff,” he 
declares, “the deepest 
commitment to Hungary’s 
accession that 1 have noticed - 
and three weeks before 
Christmas, too.’ 


the British and Spanish leaders 
from agreeing on how best to 
tackle unemployment and sum- 
ming up their ideas on the need 
for structural economic reforms 
in a joint paper shortly before the 
Vienna meeting. 

It is possible that the calm of 
the Vienna meeting may turn out 
to be no more than short-term 
expediency: a desire of the EU 
leaders not to rock the boat and 
upset financial markets by hav- 
ing a highly publicised row 
before the start of the euro. 

On the other hand, the euro's 
impending launch is a reminder 
of how far most of the EU has 
gone down the road of integra- 
tion and of the large ambitions 
surrounding its development. 

Some EU preoccupations can 
still appear bizarre. Mr SchrOder. 
attending his first summit as 
German chancellor, expressed 
surprise that the dinner on Fri- 
day night spent an hour discuss- 
ing the future of duty free sales 
to travellers between member 
states and only half an hour on 
the crisis in Russia. 

The EU leaders want to adopt a 
“ millennium declaration” at their 
December 1999 su mmi t in Hel- 
sinki to map out the union’s pri- 
orities for future years. 

Last month’s start of the 
enlargement negotiations was a 
historic turning point marking 
an end to the division of Europe 
between east and west left by the 
second world war. The prospect 
of an EU with more than 25 mem- 
ber states makes reform of its 
institutions and decision making 
procedures imperative. 

The agreement between France 
and Britain to develop a Euro- 
pean defence capability is just a 
first step along the road to a 
more effective common foreign 
and security policy. 

Following the September elec- 
tion of a left or centre govern- 
ment in Germany, there is a new 
impetus behind tbe co-ordination 
of economic and social policies 
among the 15 member states. The 
leaders’ decision to draw up a 
European employment pact to 
supplement national efforts rep- 
resents an important departure 
in EU policies. 

In the light of all these efforts, 
the EU leaders will look very 
silly if the Agenda 2000 negotia- 
tions fail There is little doubt 
that this thought will weigh on 
them in the months ahead. 


100 years ago 

Governorship Of Crete 
Paris, 13fo Dec. A Yellow 
Book on Crete was distributed 
to Members of Parliament 
to-day. It contains foe 
memorandum signed by the 
Ministries of foe Four Powers 
at Athens defining foe 
conditions of foe appointment 
of Prince George of Greece. 
The Prince is appointed High 
Commissioner for a period of 
three years In order to carry 
out foe pacification of the 
island, and the establishment 
of a regular administration. He 
is to recognise the suzerainty 
of foe Sultan and to maintain 
the Turkish flag In one of the 
fortified places. 

50 years ago 

Italian Economic Trotibtas 
Presiding at foe opening of the 
general assembly of foe Italian 
Confederation of Industry, Dr. 
Costa, president of tite 
confederation, said a 
superficial examination of 
production and exports gave a 
satisfactory impression. But a 
more thorough examination 
gave rise only to the gravest 
anxiety. Both production and 
exports had picked up 
considerably, but only a part 
of the exports, and that by no 
means foe largest, was being 
sold at international prices. 
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Bright spark 


Dick Brown wQl have a lot to live up to 
when he takes over as chairman of Elec- 
tronic Data Systems next month. News of 
his appointment added 7 per cent, or 
$1.4bn, to the market value of the com- 
puter services group. The hope is that the 
aggressive Mr Brown will revitalise a 
demoralised company, replace inbred 
management and shake up an inward- 
looking culture. Judging by his two-and-a- 
half-year stint at Cable & Wireless, Mr 
Brown is quick to cbanges. 

Whether that wOl be enough to turn 
around EDS remains to be seen. The mar- 
ket for IT services is growing nicely, at is 
per cent a year. But competition has 
become fiercer as big computer hardware 
manufacturers — notably international 
Business Machines - have moved aggres- 
sively into services. And EDS has a spe- 
cial problem in the form of a low-margin 
contract with General Motors (its erst- 
while parent), which still accounts for a 
quarter of revenues. Its sales have until 
recently been growing in single digits 
only and 1998 earnings will be lower than 
in 1996. Renegotiating that contract will 
be one of Mr Brown's first tests. Another 
will be how effectively he uses the group's 
strong balance sheet to make acquisitions. 

There is huge scope for improvement: 
the stock has underperformed the US 
market by 60 per cent in the past two 
years. If he succeeds, Mr Brown’s share 
options should make him very rich indeed 
- perhaps one reason why he took the job. 
But it is a big if. 

Deutsche/Bankers Trust 

Deutsche Bank must come to terms 
with an unpalatable truth: it will not be 
allowed to complete its acquisition of 
Bankers Trust without making a huge 
symbolic gesture of restitution to Holo- 
caust survivors. This is political reality, 
following the ugly international inraifait 
between US banking regulators and the 
Swiss banks earlier this year. It is alarm- 
ing that Deutsche’s management raww 
not to have grasped it yet 

The New York State Banking Depart- 
ment has the power to block the merger, 
and has been asked to do so by local 
po liticians - it will understandably stick in 
Deutsche’s craw that its transforming 
merger has become a bargaining chip in 
negotiations over alleg ed wrongdoings of 
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50 years ago. But its duty to shareholders 
Is to hammer out a settlement as swiftly 
as possible. 

A binding process, such as the interna- 
tional commission which six European 
insurers have joined, along with a size- 
able “good faith" payment into an escrow 
account, should be enough. It is too early 
to talk numbers. But the Swiss bank 
example - where lawyers claimed SMbn, 
then settled for $L25bn - suggests less 
than sibn would probably do the trick. 
This is hardy peanuts, but at less than 10 
per cent of the tr ansactio n value, it is not 
a deal-killer either. And it would allow 
Deutsche ta put the darkest period in its 
history behind it. That could be of incal- 
culable value as it a ttemp ts to gypand in 
the US. . . 

investor 

Drugs get you high, much to the relief 
of shareholders In Investor, which encom- 
passes the Wallenberg business empire. 
Investor’s shares - which have underper- 
formed for most of this year - surged last 
week on news that one of its key invest- 
ments, Astra, was merging with Zeneca, 
the UK drugs group. . But the upside reac- 
tion to one merger does not answer the 
f undamental question dogging the invest- 
ment company, which boasts important 
stakes in companies accounting for 40 per 
cent of the Swedish bourse. Why hold 
shares in Investor - whose portfolio 
includes donkeys such as SKF, the trou- 
bled bearings group - when you can 
cherry-pick promising stocks such as 


Astra or Electrolux In the market? 

Recent history, however, suggests 
Investor is beginning to deliver more 
attractive returns. Percy Bamevik, Inves- 
tor’s mercurial eh*”™™* 1 , ha* galvanised 
the company with his strategic triple 
jump: restructure, change management 

;mii — failing that — a merger or 
disposaL AstraZeneca is the latest in line, 
following the likes of papennaker Store, 
merged with Finland’s Enso. and Saab - 
floated, with a minority sold to British 
Aerospace. Such deals create better value, 
with Investor retaining gmaTW stakes in 
larger ard more liquid companies. The 
portfolio requires more surgery, of course, 
but the Wallenberg family firm Is starting 
to emerge as a promising open-ended 
fnutiiai fond. 

BSkyB/Manchester United 

What should investors make of the 
Monopolies and Mergers Commission’s 
unprecedented public airing of issues 
raised by British Sky Broadcasting's bid 
for Maiw-tiPc tAr United? The takeover of 
one of the world’s best-known football 
chibs by Rupert Murdoch, one of its most 
powerful media barons, has certainly 
made Joe Public more of a player than 
normal It Is hard to see why the MMC 
should not aytpni! the wma openness to 
all bids *nH deals. If were to go hand- 
in-hand with Peter Mandelsoa, the trade 
secretary, taking politics out of merger 
approval, chief executives could contem- 
plate deals with greater certainty of the 
regulatory response, which can only he a 
good thing for shareholders. 

In this case, MMC whistle-blowing 
seems unlikely. Owning Manchester 
United would not «mfa- special advan- 
tage to BSkyB when Premier League 
rights are renewed. Manchester United 
could not bully the other dubs into 
accepting a potentially Inferior BSkyB 
bid. And the idea that Manchester United 
might threaten to pull oat of the league is 
implausible. More contentious, however, 
is whether owning the dub would give 
BSkyB tiie whip hand over other broad- 
casters if television rights start to be sold 
individually by dubs. And exploring 
whether thin deal might accelerate the 
arrival of more costly pay-per-view is 
worthwhile. Still, a good clearance from 
the penalty area should be on the cards. 
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Europe today 

ki the north-west and west It will 
become mild. Rain over the UK wiU 
spread a cr os s northern France and 
Into the Low Countries and 
Germany but other western radons 

will stay dry. The Iberian perfnsda 
wfif be sunny warm. Central 
Europe wffl stay mostly dry. To the 

east It wBI be colder, with sunshine 

and snow showers. Heavier snow 
wiB fad over Ukraine, Belarus, the 
Battle states and Scandinavia. 
However, Denmark and southern 
Norway writ become milder. The 
eastern Mediterranean wffl have 
scattered showers, some heavy or 
thundery. 

Rve-day forecast 
The north-west wffl stay mM but 
unsettled, with further rain. Some 
rain wHI spread towards central 
regions but many places wffl have 

a dry week The east wffl stay cold 

but snow wffl die out for a while. 

The eastern Mediterranean wffl stay 
thundery but the west wffl be fine 

and want 
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By Louise Kahoe in Sen Fran cisco 


Oracle aud Sun Mic ro syst em s, tbs 
world leaders in database software 
and networked computers respec- 
tively, are banding together to 
develop new co m p u ter software that 
would c m ri p Hte head-on with Micro- 
soft's Windows.- 

The two Silicon Valley companies 
said their joint project, to be 
unveiled today would "take low-cost, 
easy-to-use internet nnmp n H n g to a 
new level". Internet computing, a 
term coined by Oracle, seeks to use 
browser software as the Interface to 
all other applications, thereby mak- 
ing redundant conventional operat- 
ing systems such as Windows. 

It Is not the first time these com- 
panies have tried to take ah Micro- 
soft, but they - and others - have 
found it difficult to dent the compa- 
ny’s position in the desktop software 
market Microsoft’s Windows operat- 
ing system is installed in more than 
90 per cent of personal computers 
and its NT network operating sys- 
tem tea tnaA* deep Inroads cor- 
porate computing. ‘ 

Microsoft’s near-monopoly in the 
market for desktop operating 
systems software is the focus of US 
g o v e rnm ent antitrust charges that 
are being tried in Washington. At 
the recent Comdex computer trade 
Show in Las Vegas, Larry ElUson, 
Oracle chairman and chief execu- 



Orada’a Larry XfflE Of ) a ho wrin g a prototype at thia ntwortc computer Barter this year 


tive, revealed plans to offer a new 
version of the company's flagship 
database software that requires no 
operating system. 

At the time, Mr EHisan said Oracle 
was in talks with several computer 
nu mnta c tuWK inriniUng Sun, Hew- 
lett-Packard, Compaq Compifte? and 
Dell Computer. 

The new partnership also comes 
an the heels af the acquisition of 
Netscape Communicatione, the inter- 
net software pioneer, by America 
Online, the world's largest online 
service. As part of that deal, which 
has yet to be completed. Sun will 
gain access to Netscape's browser 
software. 

It was not dear in advance of 
-today’s ann ouncement whether the 


Netscape browser would play a role 
in the Oracle-Sun plans. 

Mr Ellison and Scott McNealy. Sun 
Micr osystems chief executive, are 
outspoken critics of Microsoft. Mr 
Ellison advocates a new model of 
computing based on simple desktop 
Tnnr.hfngR - network computers - 
that rely upon network servers for 
data and software applications. 

Mr McNealy, also a fan of internet 
computing, is in a legal battle with 
Microsoft over Sun’s Java program- 
ming language. Sun alleges that 
' Microsoft -attempted to hijack the 
technology, which enables program- 
mers to create software that can be 
run on any type of computer, and 
optimise it for programs that run 
within Windows. 
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Poisoning halts production of 
Nestle’s Italian Christmas cake / 


By Paul Betts hi IBIan 


Nestle has halted production of 
panettone - Italy’s favourite Christ- 
mas cake - afte r rat po ison inserted 
by the Animal Liberation Front was 
found In two cakes in shops in Flor- 
ence and Bologna. 

The company, which makw the 
cakes under the Motta and Ale- 
rnflgna brands, accounts for 18 per 
cent of Italy’s panettone market 

The Italian aim of the Animal Lib- 
eration Front yesterday claimed 
responsibility for the poisoning as a 
“reprisal" a gains t the Swiss multina- 
tional, which it accuses of conduct- 
ing genetic tests on animals. 

Nestle, which said the poisoning 
would cost it about L50bn <*30m), 
shut down production of its panet- 
tone plant near Verona, which 


employs 400 people. The company 
will decide today whether to re-open 
the factory tomorrow. . 

The Italian authorities have 
ordered police inspections of panet- 
toni at supmmarket* and confection- 
ery stores throughout the country. A 
large number have also been 
removed fiom. store shelves. 

Yves Bartdeux, president of Nes- 
tle’s Italian operations, said there 
were at least 5m Motta and Ale- 
magna pemettard on the market to 
meet the traditional heavy demand 
In tiie buHd-up to Christinas. With a 
13 per cent share of Italy's panettone 
market. Nestle sold about 10 m panel- 
turd dining the last Christinas sea- 
son. 

However, the extremist ALF 
claimed both on its internet website 
and through an Italian riYirini than- 


the poisoning was a “hoax” against 
Nestle and that only two p anettord 
had been t a mp e r ed with. It said the 
widespread panic that followed the 
discovery of the poisoned cakes had 
achieved the movement’s alms. 

. The Italian government has 
sought to calm public panic which 
has seen p anettone sales - including 
those not manufactured by Nestle - 
slump throughout the peninsula. 
The authorities have also been crit- 
icised. for being unprepared for the 
latest action by the Front. 

The Swiss group said its Motta 
and Alemagna panettord contained 
no genetically treated substances. It 
has also launched its own campaign 
to try to revive Italy’s appetite for 
the cake before Christmas by offer- 
ing free public tastings in Rome, 
Milan and Naples. 
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New move to halt slide in oil prices 

A new 'mftiativa to halt the slide in oil prices 
which lest week hit 12-year lows, could emerge 
worn a hastily convened meeting m Madrid this 
week of Saudi Arabia, Mexico and Venezuela. 1 
The Saucfls are thought to be wMng to consider 
fresh cuts If feUow members of the Organisation 
of Petroleum Exporting Countries show stricter 
compliance With an existing restraint agreement 

Stormy passage for Ericsson chief 

Sven-Christer Nilsson has had a rough ride 
since becoming chief executive of Ericsson, the 
Swedish telecommunications group, in April. 

But after a shaky start, Mr Nilsson appeared to 
be winning over the doubters." Then came ■ 
Thursday's warning that fourth-quarter profits 
would fall 15-20 per cent short of market 
expectations. The shares fait 22 per cent In two 
days. Page 18 ' 

^ LSE attempts to end rogue prices 

The London Stock Exchange today launches its 
latest attempt to eliminate rogue prices on Sets, 
its controversial electronic trading system. From 
this afternoon, It is smoothing out prices during 
the last period of dealing - one of a series of 
moves designed to appease brokers and 
blue-chip companies, which haw complained 
about erratic movements and taw liquidity (far- 
ing the system's 14-month life. Page 16 

Currency markets focus on Clinton 

Currency markets will 
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focus this week on 
President Clinton, if the 
US House of Repre- 
sentatives votes to 
Impeach him,, the sub- 
sequent slide in stock 
prices .will put more 
pressure on the dollar, 
which touched five- 
week lows against the 
D-Mark on Friday. 
There Is an outside risk 
which could, 

_ some re&af 
related curren- 

? ties. Page 26 

New volatility index launched 

Few traders or investors who have lived through 
the turmoil of the lest 12 months doubt trial 
financial markets have become more volatile. 
Now, however, that belief can be demonstrated, 
thanks to a new index designed to measure 
global volatility in financial markets. Page 18 

Seoul seeks sustained ratty 

What a difference a year makes. Last December 
the Seoul bourse htt a record low as. South 
Korea’s foreign^debt crisis led to a $5&bri res- 
cue by the International Monetary Fund. This 
month, the stock market has soared 24 per cent 
and is one of the world's most robust perform- . 
ers. But can the rally test? Page 19 

Dutch look 1o euro for expansion 

The Dutch treasury wffl today launch a primary 
f dealership fix' Its government bond make*. In 
/ an attempt to attract more Investment Into 
Y Dutch bonds after they are redenominated into 

t 


euros next month. Page 18 
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WRITTEN HISTORY 

Tomorrow, Sotheby’s m New York is to auction 
a cow of General Robert E. Lee’s surrender 
following the battle of Appamattox, which 
ended the American civil war. Also on sale is a 
tetter written by the 16-year-oW Marilyn Monroe 
which reveals her attempts to trace heir father. 
WIDER APPEAL 

On Wednesday, for the first time, the United 
Nations launches a $1_5bn joint appeal for 
humanitarian assistance for 14 countries and 
regions in 1999. 

OAU PEACE BID 

A special committee of Organisatton of African 
Unity heads of state meets In Ougadougbu on 
Thursday to try to broker peace m the conflict in 
the Democratic Republic of the Conga 
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GEC lays out 
position over 
defence merger 

UK company in pledge to investors 
following reports of BAe/Dasa talks 


By Alexander NtaoH, 
Defence Correspondent 


Genera] Electric Company of 
the UK instated yesterday it 
would have to be sure of last- 
ing Improvement in value far 
its shareholders if it took part 
In a merger to consolidate the 
defence industry. . 

Its statement followed 
reports it was in talks with 
British Aerospace (BAe) about 
a merger or injecting its Mar- 
coni defence electronics arm 
into a European aerospace and 
defence company that may be 
formed by a merger of BAe 
and Daimler Chrysler Aero- 
space (Dasa) of Germany. 

GEC said It had been in 
intense discussions with “a 
number of major participants 
to the global defence indus- 
try". It was considering vari- 
ous options, and expected 


to decide Its strategy soon. 

Its statement suggested 
negotiations on rationalising 
Europe's defence industries 
had reached a highly sensitive 


BAe and Dasa have agreed 
on principles of a merger and 
are deciding issues of manage- 
ment and structure. However, 
there were indications that 
DaimlerChrysler, parent of the 
German aerospace, company, 
was becoming Impatient about 
the flirtation between the two 
British companies. 

A BAe/GEC merger would 
arouse concerns about size for 
potential European partners, 
all smaller, and could delay 
cross-European consolidation. 

The German government is 
unlikely to be happy with a 
deal that marginalises its aero- 
space industry or makes it 
dependent on UK develop- 



The Rapier 2000 short range air defence system, manufactured in the UK by BAe's Dynamics Division 


merits. The signs were, how- 
ever, that it was proving no 
easier for BAe and GEC to 
reach a deal than in their 
many previous merger talks. 

BAe, seeking to fulfil its 
blueprint far a European aero- 
space and defence company, 
believes each participant 
should enter on a “come-as- 


you-are” basis, on the grounds 
that the process would other- 
wise be too slow. This would 
imply a frill merger of BAe, 
GEC, Dasa and potentially 
other European companies. 

GEC made clear its share- 
holders would have to be 
rewarded and a deal with BAe 
was just one option. It said: 


"GEC wishes to make it clear 
that its derision will be based 
on industrial logic, with two 
prime considerations: the abil- 
ity of any combination to pro- 
duce higher levels of share- 
holder value on a sustainable 
basis; and far GEC sharehold- 
ers to be able to participate 
fairly in the value created." 


Partners tighten 
grip on Omnitel 


By Pari Betts in Mm 
and Rafaii Atkins in Bono 


Olivetti of Italy and 
Mannesman*) of Germany 
have moved to strengthen 
their grip on Omnitel, the fast- 
growing Italian cellular tele- 
phone company, with a 
friendly 9l.4bn takeover of 
Cellular Communications 
International, a US holding 
company that owns a 10.3 per 
cent stake in Omnitel. 

The deal ' will increase 
Olivetti's and Mannesman!) 's 
joint stake in Omnitel to 4K9 
per emit. This stake is held 
through the Oilman holding, 
which is 50.1 per cent-owned 
by the Italian group and 49.0 
per cent by Mannesmann. 

The Omnitel stake is Cellu- 
lar Communications' only 
holding and was acquired at 
the start of the Omnitel ven- 
ture five years -ago for about 
65ta_ The agreed merger with 
Olivetti and Mannesmann will 
thus result in a substantial 
capital gain for Cellular Com- 
munications shareholders. The 
European companies' cash ten- 
der offer is pitched at $65%. 


Shares in Cellular Communica- 
tions, which is quoted on Nas- 
daq, rode $4 l A to close at $68% 
on Friday. The acquisition 
would be made through a spe- 
cial-purpose vehicle called 
Kensington Acquisitions. 

Olivetti and Mannesmann 
have also given the US’s Bell 
Atlantic the right to acquire 
one-third of the 1CLS per cent 
OmnttsI stake held by Cellular 
Communications. Bell Atlantic 
owns 19.7 per cent of Omnitel, 
which would increase to 23.1 
per cent if it exercised the 
option. 

The other Omnitel share- 
holder is AirTouch. the US 
telecoms company, which has 
a 15.5 per cent stake. AirTouch 
is not involved in the present 
transaction. 

Apart from strengthening 
Olivetti-Mannesmann’s control 
of Omnitel, the deal also 
reflects the disposal of their 
Omnitel stakes by a number of 
financial institutions that had 
invested in the original Italian 
cellular telephone start-up. 

Both Banca di Roma and 
Lehman Brothers have already 
sold their Omnitel stakes. 


News Corp near to deal 
over Italian pay TV 

Murdoch to buy stake in Telecom Italia’s digital venture 


By Pari Batts In Mian 


Rupert Murdoch's News Corp 
media group Is finalising an 
agreement to acquire a major- 
ity stake in Telecom Italia’s 
Stream digital pay television 
venture. 

The agreement, expected to 
be signed before Christmas 
and possibly as early as next 
week, would provide the Aus- 
tralian media magnate with a 
significant platform far his 
expansionary pay television 
strategy in Europe and espe- 
cially Italy. 

Franco Bernabe, the new 
Telecom Italia chief executive, 
is understood to have offered 
Mr Murdoch a 70 per cent 
stake In Stream. The subsid- 
iary was set up by the 
privatised Italian telecommu- 
nications group three years 
ago to penetrate the new 
digital TV and interactive 
communications markets. 

The derision is expected to 
spark a political storm in Italy 
where both the government 


and the rightwing opposition 
have been increasingly wor- 
ried by Mr Murdoch's efforts to 
enter the Italian television 
market 

However, Mr Bernabe is 
understood to be prepared to 
take a calculated gamble of 
upsetting the political estab- 
lishment with a decision he 
believes is in the interests of 
his company's shareholders. 

Telecom Italia’s previous top 
management had originally 
proposed to sell to Mr Murdoch 
a 39 per cent stake in Stream, 
with another 10 per cent going 
to France's TFl television net- 
work, whicb is controlled by 
the Bouygues construction and 
media group. 

Telecom Italia would have 
kept 51 per cent control of the 
venture. 

Mr Bernabe's plan is to 
retain a 20 per cent stake in 
Stream, reducing his compa- 
ny's exposure to it at an expec- 
ted cost of about L4,500bn 
($2.7lbn) in investments over 
the next few years. 


Telecom Italia is interested 
in managing the subscriber 
base of the Stream pay TV net- 
work, which would fit with its 
traditional and extensive tele- 
phone subscriber business. 

It would also enable the 
company to maintain a win- 
dow on future technological 
developments involving digital 
and interactive communica- 
tions. 

Mr Bernabe is expected to 
outline the company’s reduced 
digital TV strategy at both a 
Telecom Italia shareholders 
meeting and a subsequent 
board meeting tomorrow. 

Mr Murdoch is expected to 
seek other Italian partners to 
acquire pari of his TO per cent 
stake to provide a bigger Ital- 
ian presence in the venture. 
This would belp abate political 
opposition to his Italian plans. 

Rizzoli, one of Italy’s leading 
publishers and owner of the 
Milan daily Corriere della 
Sera, has been widely tipped 
as a possible candidate to join 
the Murdoch partnership. 


Obuchi 
calls for 
calm over 
NCB state 
takeover 

By GDlian Tett bi Tokyo 

Keizo Obuchi. Japan's prime 
minister, appealed for calm in 
the financial markets yester- 
day as the government 
announced that it would forci- 
bly nationalise the ailing 
Nippon Credit Bank. 

Tbe move came as the 
Financial Supervisory Agency, 
Japan's banking watchdog, 
also declared that the bank 
was Insolvent because its prob- 
lem loans were more than 
Y3,700bn ($31.4bn), considera- 
bly bigger than previously 
revealed. 

Tbe decision makes NCB the 
second large Japanese bank to 
have been nationalised under 
the government's Y60,000bn 
financial sector support 
scheme. Long Term Credit 
Bank was nationalised in Octo- 
ber, shortly after the govern- 
ment adopted the support 
package. 

The step will boost hopes 
that the government is now 
acting to clean up Japan’s ail- 
ing hanking sector, eight years 
after the 1980s asset bubble 
collapsed and left tbe banks 
with massive bad loans. 

It may also boost longer- 
term optimism about the econ- 
omy, since Japan's financial 
sector problems are considered 
a key factor in the country's 
slide Into recession in recent 
months. 

But tn the short-term the 
government’s decision may 
inject fresh uncertainty about 
Japan's other weak banks. 
Taichi Sakaiya, economic plan- 
ning agency minister, warned 
yesterday there could be more 
financial failures soon. “The 
financial problems wifi reach a 
turning point in the next sev- 
eral months before itbe finan- 
cial sector! moves towards a 
relatively healthy state," he 
said. “More financial firms will 
be forced out of the markets." 

Hakuo Tanagisawa, minister 
for financial revitalisation, 
denied that the government 
knew of any other insolvent 
banks. He also insisted that 
the government had derided to 
nationalise NCB to avoid creat- 
ing further market instability. 
"In order not to confuse the 
financial markets we had to 
make a decision as quickly as 
possible," he said. 

Nevertheless, the FSA’s 
announcement will cast doubt 
on the quality of other weak 
banks’ bad loan estimates. 



DANIEL B0GLER 

GLOBAL INVESTOR 


value for equity 


High share prices and a 
booming takeover scene go 
hand in han d. Since stock 
markets started recovering 
from their autumn blues, 
merger mania has returned as 
companies have once more 
started issuing paper to 
finance deals. 

Tbe statistics are hard to 
dispute. During September, 
when merger and acquisition 
volumes slumped, the - - - 


takeovers (by value) soared to 
41 per cent in the US and more 
than 70 per cent in Europe, 
according to Securities Data - - 
Company. Since October 1, the 
US stock market has gained 20 
per cent, deal volumes have 
more than doubled to more 
than SlOO&n (£60fanj a month 
and the share of cash deals has 
shrunk to 16 per cent In 
Europe, where transactions 
have also bounced back to 
raconUevefe it has dropped to 
less than 30 per cent 

Blit is thisfree- wheeling - 

dispersal of stock really in 
shareholders’ Interests? Since 
the cost of equity must always 
be higher than the cost of debt 
Uhe latter carries tesa risky 
extra leverage, within reason, 
will laad to a lower cost of 
capital, On tgp'of Out, tn the 
UK and US (thoughiess &o in 
Germany and other European 
countries) interest costa are 
tax dsductibler.whlle dividends 
are not THfe produces a real 
cash daw benefit. 

Irrespective of the merits of 
the acqufeJtioiv.tharefere, a 
company fa Hkely to create 
more value by financing it 
through cash and debt than by 
issuing shares. Yet most 


managements stubbornly 
continue to use equity. One 
explanation is that high share 
prices and managerial 
confidence are inextricably 
linked, and the more 
executives are remunerated in 
stock, tbe tighter this link will 
get 

It explains why M & A 
volumes fade In a stock 
market slump even as targets 
become ostensibly cheaper. 
Conversely, during times of 
high-flying share prices, 
executives will happily use 
equity. But this only makes 
sense if they genuinely believe 
their stock is being overvalued 
by the market and their 
target’s is not 

Another oft-heard argument 
is that some deals are just too 
large to be prudently financed 
by cash. In extreme cases, 
such as the S75hn takeover of 
MdbU-by Exxon, that may be 
true. But this does not hold for 
many of the big mergers of the 
pastfawyeaw. : . 

Corporate financiers argue 
that very largn driigs or ' 
tdecomm.tmteatiqja8 
companies like Merck or 
AT &T could comfortably 
barrow $30bo-$40bn and still 
remain creditworthy given 
their strong cash Sow, The 
only difficulty might be 
keeping any . trenaactiou secret 
while putting such enormou3 
bank-lines In place. 

Acquirers also point out that 
by offering stock they allow 
the target’s shareholders to 
pmtldpateln any upside from . 
the-deaL In sensible, 
no-premium mergere this is 
Indeed the case. But very often 
the bulk of potential merger 


benefits (and sometimes more) 
is passed to the victim's 
shareholders by way of a 
takeover premium. 

However, the most common 
reason managers appear to 
favour equity is - depressingly 
- also the most spurious: to 
make their reported numbers 
look good. In tbe US, all-share 
mergers can take advantage of 
“pooling of Interest” rules to 
avoid tax and goodwill As a 
result they can avoid any 
dilution to earnings per share. 

In the UK and parts of 
Europe, goodwill can be 
written off against the share 
premium account giving the 
balance sheet a healthier look. 
In the vast majority of cases 
this is purely cosmetic. Since 
goodwill is a non-cash item, 
the underlying profitability of 
the company does not change 
however tbe figures are 
presented. 

It seems bizarre that 
decisions as important as the 
financing of an acquisition are 
still influenced by something 
as mundane as accounting . 
conventions. Markets, after all, 
are fairly efficient and 
investors should be smart 
enough to look through such 
charades. But Rick Escherich, 
M&A guru at JJP. Morgan in 
Me w York, argues that while 
70 per cant of US sell-eide 
analysts now calculate some 
kind of cash flow measure, 
price/eantings ratios are stfH 
the most common valuation 
tool. While that remains the 
case, many acquirers, however 
good the industrial logic of 
their deal, will pay in the 
wrong currency and create 
less value than they should. 


MORSE 


We can make IT 
really, really boring, 


The power fails during your SAP month-end 
reconditions. Meantime, salesmen can't get 
pricing information and the warehouse cant 
print a despatch note. 

Bay, does that really get the adrenatne going! 

Unfortunately, it is rare for TT managers to get 
credit for bdng boring. Systems that quietly 
get on with the Job don't get noticed 

We are in business to provide thoroughly dull 
IT, Safe, predictable, secure and relabte. 

Sorry. 


www.morse.com 
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COMPANIES & FINANCE 


London Stock Exchange Sets out its revamped trading stall 


Peter John explains the latest attempt to eliminate rogue prices 
from the market's controversial electronic dealing system 


T he London Stock 
Exchange today 
launches its latest 
attempt to eliminate rogue 
prices on Sots, its controver- 
sial electronic trading sys- 
tem. 

From this afternoon, it 
will introduce a system to 
smooth out prices during the 
last period of dealing - one 
of a series of moves designed 
to appease brokers and 
blue-chip companies, which 
have complained about 
erratic share movements and 
low liquidity during the sys- 
tem’s 14-rannth life. 

The LSE Is due to begin 
the first stage of its link-up 
with the German stock 
exchange on January A. and 
is also confident of ironing 
out lingering glitches before 
then. 

"The order book lias estab- 


lished itself as a robust trad- 
ing system,” the exchange 
said. “Without it, the alli- 
ance with Frankfurt and the 
move towards an open Euro- 
pean market with a common 
trading platform would not 
be possible.” 

From today, an average 
share price for stocks traded 

on Sets will be obtained by 
dividing the total value of 
trades in the final 10 min- 
utes of the dealing session 
by the volume in the same 
period. If there are no 
trades, the price quoted will 
be tbat of the last order 
executed. 

Under the current system, 
a closing price is taken as 
the last price at which 
shares in a particular com- 
pany were traded through 
the electronic order book. 
This has produced a number 


of anomalies where compa- 
nies' share prices have 
moved sharply in the final 
few minutes of trading 
because of orders being exe- 
cuted through Sets at prices 
well outside the prevailing 
range. 

Only order book stocks - 
mainly FTSE 100 shares plus 
those that have dropped 
from the main Index since 
the system started - are 
affected. 

It U the most recent 
attempt to offset unhappi- 
ness with the system and 
continues a process begun in 
May when the LSE 
announced several alter- 
ations. including delaying 
the start of trading for half 
an hour, cutting the mini- 
mum size of orders to lift 
liquidity and negotiating ter 
the futures market to close 


at the same time as the 
stock market. 

Shortly afterwards. Smiths 
Industries complained after 
two small trades caused a 6 
per cent fall In its share 
price on the last day of its 
finan cial year. 

Boots, which has suffered 

particularly badly from big 

share price swings because 
of the high number of pri- 
vate shareholders on its reg- 
ister, was one of several 
Footsie companies which 
wrote a letter of complaint 
to the LSE. 

Boots now gives a quali- 
fied welcome to the changes. 
“We are vuy pleased that 
the Stock Exchange did 
respond to the comments 
made by major Footsie com- 
panies and the averaging of 
closing prices is a positive 
initiative. But it has to be 
said that we are seeing quite 
a lot of volatility In the 
first hour of trading,” 


the company said. - ; 

Robert Giles, of Credit 
Lyonnais Securities, who 
wrote an independent guide 
to the system when it began, 
said flaws were still evident 
although market resistance 
was equally at fault “It has 
been working better and, 
slowly, institutions are 
Starting to use it .more. But 
it is not particularly popular. 
The volatility we have had 
In recent months has- made 
the market very thin." 

A shift of opinion is evi- 
dent at the private client end 
of stockbroking, where 
smaller investors have been 
badly stung by the wide dis- 
crepancy between prices 
quoted and prices obtain- 
able. 

Terry Brewster, partner 
with Harris Allday Lea 
Brooks of Birmingham, was. 
a vociferous critic of Sets 
and called for it to be 
scrapped. He has subse- 


quently started to soften but 
says many older clients miss 
the certainty of quotes that 
marketmaking provides. 

"Among the Sets stocks, 
there are many cases where 
the. price is still unaccept- 
aWf 1 '! wide. .On Thursday 
morning, Williams was trad- 
ing with a spread of 347p- 
SGOp for. half an hour or 
more before narrowing to 
3p,” says Mr Brewster. 

“The [averaging of closing 
prices} solves the problem to 
some extent but not wholly.” 

The LSE. said -there had 
been a steady increase in 
trading on Sets and the sys- 
tem now represented just 
under 50 per cent of total 
marked: turnover, compared 
with 32 per cent In the first 
three months. 

ft added that the prospect 
of adjusting the trading 
hours further to bring them 
in line with Europe was 
likely to be considered. 


Hermes and 
Lens to merge 
US operations 


By Jane Martinson 

Hermes, fund manager for 
the UK's largest pension 
fund, and Lens, an activist 
US investment group, are set 
to merge their US operations 
in a sign of increasing 
co-operation between the 
two fund managers. 

Lens, one of the pioneers 
of US corporate governance 
activism, will become the 
Hermes Lens US Fund after 
it is merged with Hermes 
Lens .Asset Management the 
joint venture the two compa- 
nies established earlier this 
year. 

In return for a share of 
more than 30 per cent the 
BT Pension fund, which 
owns Hermes, will invest up 
to SlflOin (E60m) in the new 
US company. 

The deal, to be announced 
today, dilutes the sharehold- 
ing of the founders of Lens, 
which is based in Maine. 

Bob Monks, who set up 
Lens in 1992, said: “Hermes 
and Leas are the ideal part- 


ners for this international 
venture." 

The two companies started 
to work together this year 
wben they set up Focus, the 
first activist fund to be 
backed by a large institu- 
tional investor in the UK. 
Peter Butler, chief executive 
of Hermes Lens, said yester- 
day: “We have seen the 
potential that there is in 
working together like this." 

The Hermes Lens US tend 
will continue to focus on 
investing in underperform- 
ing US companies. The two 
groups are keen to use the 
partnership to attract inves- 
tors from around the world. 

Hermes, which largely 
runs money on an index- 
tracking basis, last month 
announced an alliance with 
Calpens, the largest US pen- 
sion fund. The alliance will 
work together on transatlan- 
tic Issues with the two 
groups supporting each 
other when, for example, try- 
ing to bring changes on com- 
pany boards. 



Gordon Hodgson: decided to stand down after tr a nsport grout mailed two profit warnings in a month 


Oavid Ahmed 


Arriva urged to appoint new chief 


Novell to take 
stake in Orbital 


By James Buxton, 

Scottish Correspondent 

Novell, the US networking 
suflivjre group, is taking a 
minority stake in Orbital 
Suftware. an Ediitburgh- 
hasiil company which speci- 
alises in products for locat- 
ion information on the Inter- 
net. It is the first lime the 
Utah -based company has 
invested in a company out- 
side the IIS. 

Orbital, founded in 1995 by 
bill former academics from 
Hi-riot Watt University In 
Edinburgh, has developed 
software which enables 
inli-nu-l users searching Tor 
in ter mat lutt to locale and 
communicate with the mdl- 
\ii1uais who have the infor- 
mation they require. 

Its product, the Persona 
Server, is already being 
offered with Novell [ttrec- 
lor> Services, one of the 
main operating systems used 
l»y businesses engaged in 
sophisticated searches. 

Novell is investing about 


$lm (£600.000) in a SS.lm sec- 
ond-round funding for 
Orbital, along with Scottish 
Equity Partnerships, an off- 
shoot of Scottish Enterprise, 
the development agency. 3i 
and Nat West's information 
technology fund. It is mak- 
ing the investment through 
its Internet Equity Fund. 

Blake Modersitzki. Nov- 
ell’s director or strategic 
investments, said Novell 
took stakes of about 20 per 
cent in innovative software 
companies to help accelerate 
the growth of its directory 
senicos. “Orbital will bene- 
fit through gaining access to 
Novell's customer base and 
our infrastructure.'' he said. 

Kevin Dorren. Orbital's 
president and chief execu- 
tive. said: "Novell will be a 
key partner with us in 
distributing our products.” 

Orbital, which does not 
disclose its sales but incurs 
lasses, last year raised an 
initial $2m from UK inves- 
tors and expanded its work- 
force from four to 32. 


TO THE HOLDERS OF 


By Jonathan Ford 

Arriva, the transport group 
which last week scrapped 
plans to sell its car leasing 
division, is facing calls from 
institutional shareholders to 
appoint a new chief execu- 
tive as soon as possible. 

The group has been seek- 
ing to make an appointment 
since July, when Gordon 
Hodgson said he would 
stand down as chief execu- 
tive at the end of the year. 
He decided to resign after 
Arriva issued two profit 
warnings in a month 
because of problems at the 
car leasing division, which is 


expected to report a 20 per 
cent profits fall this year. 

Institutions expressed con- 
cern at the length of time it 
was taking to find a replace- 
ment The, existing manage- 
ment team had only limited 
credibility with investors 
and this was hurting the 
share price, they said. 

Since the first profit warn- 
ing in April, Arrlva’s shares 
have feBen by a third. On 
Friday, they dosed at 355%p, 
down 4'Ap. valuing the com- 
pany at £7B5m. 

“We want a new chief 
executive in place so we can 
discuss where the company 
goes Grom here”, said one of 


Antra’s largest institutional 
holders. “There is concent 
that the situation is drifting 
and somebody needs to get a 
grip." 

Investors said they were 
unhappy about the decision 
to retain the car leasing 
business although they 
accepted Arriva ’s explana- 
tion for scrapping the sale 
that no one bad been pre- 
pared to offer enough. 

In the absence of an 
acceptable offer, however, 
they felt the division should 
have been demerged. 
"Arriva said it wanted to get 
rid of the leasing division to 
focus on the bus ride", said 


one. “They should have 
found another way to sepa- 
rate leasing from the core 
business rather than hang- 
ing on: to it" Arriva; said it 
had considered a demerger 
but ruled it oat as “impracti- 
cable”. 

Since the problems 
became apparent, it has lost 
the confidence of one large 
holder. Threadneedle Invest- 
ment Managers said its 3 per 
cent stake in May. 

Analysts believe the com- 
pany is vulnerable to a bid. 
possibly -from ■ National 
Express, which has in the 
past expressed interest in its 
bus operations. 


Oxford Bio in Interference-free 
gene venture quest for Amtech 


By Cthn Gwdcsun, 

Science Editor 

Oxford Biomedica will today 
announce a research collabo- 
ration with RPR Gencell, the 
US-based gene therapy divi- 
sion of France’s Rh6ne Poul- 
enc. It could earn the Aim- 
listed biotechnology com- 
pany up to Slftn (£iim) if all 

the research milestones are 
achieved. 

RPR Gencell will develop 
Oxford's “hypoxia response 
element” for use in gene 
therapy for heart disease. 
This technology is a self-reg- 
ulating system for switching 
genes on and off as oxygen 


levels fall and rise in the 
body. 

The hypoxia response ele- 
ment will be inserted with 
genes to stimulate the 
growth of new blood vessels 
in areas where existing 
arteries have become 
diseased or blocked. 

Under the terms of the 
agreement, RPR Gencell will 
immediately provide Oxford 
with SUn research tending 
and buy LSm shares at 20p 
each - double their price on 
Friday. 

The UK company could 
receive up to 116.4m in fur- 
ther research payments and 
equity investment. 


By Pari Taylor 

Amtech Electronic Filtration 
Technologies, a recently 
formed UK company backed 
by 3i, the venture capital 
group, believes it has found 
the answer to radio fre- 
quency interference prob- 
lems, using technology 
developed in Israel by Amir 
Cohen, its founder. 

The proliferation of elec- 
tronic equipment has led to 
increased risk of radio fre- 
quency interference which 
can. for example, affect air- 
craft navigation systems or 
med' Cal equipment, ranging 
serious safety hazards. 


Amtech says its filters and 
connectors address the grow- 
ing problem, and the need 
for electro-magnetic compati- 
bility. 

Unlike traditional methods 
for reducing interference, 
which rely on shielding or 
adding filters to a standard 
connector, Amtech’s system 
involves designing filtering 
technology into standard 
connectors without the need 
for a separate device. 

The company, headed by 

Tatri Mclnnes. chairman, and 
Laurence Leonard, manag- 
ing, director, will use £L65m 
In new funding to develop 
.the technology farther. 


By Haggle liny 

PIC International, the pig 
genetics company left from 
the break-up of Dalgety. Is 
. expected to give a downbeat 
message to analysts whom it 
is meeting this week ahead 
of its half-year end. 

The company issued a 
profit warning last month 
because collapsing pig 
slaughter prices worldwide 
were forcing commercial pig 
. producers to cancel orders 
for PIC’s breeding stock. 

It has seen no improve- 
ment in Its US business 
since, while slightly 
improved pig prices in 
Europe have done little to 
assist profits. 

Pork prices have fallen to 
pre-war levels, hit by lower 
demand from Asia and Rus- 
sia, formerly large importers 
of pigmeat. The drop in 
demand came after a sub- 
stantial increase in produc- 
tion, a response to earlier 
outbreaks of swine fever, 
exacerbating the oversupply 
position. 

With a financial year end- 
ing in Jane, PIC is to report 


interim results, to end 
December, early in the new 
year. In November it pre- 
dicted profits for the current 
six months would halve 
from the £l43m achieved in 
the same period of last year. 

However, the shares closed 
on Friday at 96’Ap, 
unchanged on the day, well 
above the 67'^p at which 
they closed on the day, or the 
profit warning. “The shares 
have been surprisingly 
robust", one observer com- 
mented. 

Even so. they are well 
below the 225p they reached 
shortly after the Dalgety 
break-up went through in 
June. Speculation continues 
that a possible bidder for the 
company is picking up 
shares. Analysts believe the 
longer-term prospects 
remain good as demand for 
pigmeat continues to grow 
at 2 to 4 per cent a year. 

Although its profits have 
fallen sharply, many of PIC’s 
rivals are now lossmaking. 
PIC, the world leader in pig 
genetics, expects to come out 
of the current difficulties 
with a larger market share. 


Warner Estate hit by 
reduced trading activity 


Reduced trading activity lay 
behind a contraction in 
annual profits at Warner 
Estate, the UK property 
investor. 

Pretax profits dipped from 
£9.7m to £9.lm in. the year to 
September 30 on a revenue 
basis, and from £12. 3m to 
£10.4m including capital 
Hems. 

Rents receivable fell from 
Ei5.7m to £ 15.1m. mainly 
reflecting the reduction in 
trading stock. 


Pro forma net asset value 
per share increased by 15 per 
cent to 319p (27Bp) - a figure 
which eliminates the effects 
of stock market fluctuations 
and shows the relevant 
value of other property busi- 
nesses invested in. 

Audited net assets were 
301p C308p) per share mirror- 
ing the fan in stock market, 
values. 

Excluding property shares, 
the figure rose 15 per cent to 
219p (I9lp). 
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COMMENT ■ 

Tarmac 

jSSf tte transport and property group, has just foaled to 

shareholders ot tt* 
solution’ They get their cost-cutting merger in aggregates, 
W have heeaneprovedhyco^ 
ton The combined entity would be headed by their pre 
f£red chief executive, Peter Tom of AL And it would not bd 
diluted bv a low-margin construction arm. 

The disadvantage is that the new aggregates group would 

be burdened by borrowings. At the end 
blued net debt was about £540m with interest rover below 
four times. Adding, say. £100m would be a stretch, and 
cramp ATs acquisitive style. Debt could, however. ** 
reduced by disposals to satisfy the competition authonties. 
In the absence of a premium bid for Tarmac, this merger 

remains a decent second best. • . ,, K 

Shareholders would also have a stake m a well-finmieed 
construction business that could play a part m sectoraldeals 
- with, for instance. Amec or Bo vis or ' 

Indeed, investors should seek assurances that balance sheet 
strength would be used for a sensible deal, rather than 
for ever more aggressive bidding for low-margin 
contracts. 

Duty Free 

The stay of execution for duty free sales is good news for 
investors in the cross-Channel ferry companies. It will, for 
instance, allow the savings and price rises achieved by the 
merged P & O and Stena to flow through to the bottom line 
undiluted by falling profits from duty Tree sales. But because 
the decision is only postponed, they should still take a hard 

look at retail strategy. . 

As landlords of sites where shoppers are captive, surely 
they ran make a very good return, duty free or no duty free. 
As for the tax regime, there is now an opportunity to agree 
i common, low tax for these between border areas. On that 
basis, no route operator should have anything to fear. 

PIC expected 
to release 
downbeat note 
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OLYMPIA & YORK MAIDEN LANE FINANCE CORP. 

10%% SECURED NOTES DUE 1995 

NOTICE OF BANKRUPTCY COURTS CONFIRMATION OF 
PLAN OF REORGANIZATION, APPROVAL OF 
HOME SETTLEMENT AND APPROVAL OF SALE OF 
59 MAIDEN LANE TO AMTHUST REALTY CORP. 

On November 24. 1996. the United Stales Bankruptcy Court (or the Southern District of New Yortt 
cerdmrtod the Joint Plan at Reorganization which had boon Bed by Olympia 4 York Maiden Lane Finance 
Corp. (Townee Carp ") and Olympia & Yorii Maiden Lane Company LLC (“Maiden Lane-; together with 
Finance Corp.. the Uotoronf) and the fid fck>£ Committee of Noteholders of Finance Corp. (the Xomnstoal. 
as Co- Proponent), n the Debtors' Chapter 11 cases. 

At tho some time, the U.S. Bankruptcy Court approved the terms d the setttanwnl with The Home 
insurance Company rHomo*), the largest tenant at 59 Maiden Lana (the “Property*!, which seatement is 
p« peeled to close in December 1998. Pursuant to tho sefttameru, the escrow agent is currently holding 
apprmumalelv S67 miUian. wtveh will be released at the dosing to Mamie Midterm Bank, as indenture Trustee. 
Ipr the benefit of the holders of Finance Corp.'s 10W, Secured Notes due 1995 (the ■Notes"!. 

ThoUS Bankruptcy Court also approved the sale ot the Property to Alhtnat Reatty Carp. rAmtmsT) fera 
purchase pneo ol $75 mflion. after Ambus! deposited witti Ihe escrow agent another S4.5 minton, n addition to 
the S3 mflion prewoudy deposited, which deposits together equal 10% ol the purchase price. The sale to 
Antirust Is currently scheduled to closo Ihe first week of February 1999. 

Pursuant to the Plan, tho Noteholders wdl receive lor Ihev Notes cash and litigation Trust Ceittflcatesr. 
WWCi ihe exact amount ol cash to be (fistrfbutod cannot ba determined at tfes time due to continuing operating 
and professional expenses and reserve requirements, the Committee estimates that the Noteholders wS 
receive at toast S145 mfflton m cash. The Litigation Trust Certificates evidence the right k> any proceeds 
received from tho lltlgatmn currently pendtig against Zurich Insurance Company. Home, and certain Zurich 
affiliates Anstfig from n norms of transactions which look place m 1995. 

Tho distribution ot cash and Litigation Trust Certificates to the Noteholders, &gamst surrender ol the Notes 
to the Trustee for cancstelwn. is currently expected fa fete placer Starring in February 1999, fiWouttig the 
ctosxvg on the sole of the Property to Amtrust 

The Trustee continues to work dosoty with the Committee in the foregomg matters. Houses interested 
m communicating with the Trustee should write to Mr. Metin Carter. Vice President, Marine Midland Bank. 
140 Broodway. flew Vbrfs. N Y. 10005-1180 (fax no. (212) 058-6425). Counsel tor ihe Trust ee is DavW E 
Rotter. Esq- of KoBey Oye & Warren LLP. Counsel tor the Committee aid special counsel to the Trustee are 
Dared Golden, Esq- and Usa G. Bocfcerman. Esq., ol Stnwcfc & Strew* & Lavan LLP. Holder* interested In 
contacting the Comimttoe may CM Mr. Golden (at (212) 806-5423), Ms. Becfearman (at (212) 6066535) or 
Mr. Better lot (212) 808-7578). 

Marine Mi dlan d Bank, 
as successor Indenture Thistse 

December 14. 1998 


A wide range of 
newly qualified and junior 




Accountancy Positions 

appear every Monday in the UK edition 
and every Friday in the International edition. 





For more information, please call: 
Effie White on 
Tel:+4 4 171 873 3456 
Fax:+44 171 873 4331 
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PACKAGING SHAREHOL DER LIKES REXAM BIO 


PLM board to 
discuss offer 


Bj Tim Burt to Stockholm 


PLM, the Swedish packaging 
group facing a SKr5.i3bn 
t$638m) takeover bid from 
Rexam of the UK. la close to 
reaching a decision on 
whether- to recommend the 
offer - paving the way for 
the creation of one of 
Europe’s largest consumer 
packaging companies. 

. The PLM board is expected 
to meet soon to consider the 
bid and to discuss the find- 
ings of a “lair value" study 
commissioned from Morgan 
Stanley Dean Witter, the US 
investment hanfc 

It is understood Morgan 
Stanley wifi tell PLM that 
the SKrllS-a-share cash bid 
falls within a fair value 
range, although at the mid- 
dle to lower end of what the 
company is worth. . 

• The bid has already been 
accepted by Industrivarden, 
PLM’s largest shareholder, 
whose chief executive, Claes 
Reute retold, is also chair- 
man of PLM. 

The Swedish institutional 
investor agreed to sell its 23 
per cent stake in PLM to 
Rexam before the bid was 
formally announced early 
this month, ‘ 

In the absence of any 
white knight counter-bid, 
the PLM board is expected to 
come under strong pressure 
to accept Rexam's offer, even 
though Fredrik Arp. its chief 
executive, has made clear 
tbat he sees no synergies 
between the two companies. 

PLM is strong In glass mid 
plastic bottling and cans, 
while Rexam has a leading 
presence in cardboard and 
cartons, as well as industrial 
packa g in g . 

The deal has been champi- 
oned by Rolf Borjesson. 



Rott Boqesson: supports deal 


Rexam chief executive, who 
was formerly chief executive 
of PLM. He has argued that 
the enlarged: group could 
exploit its broad product 
base to serve globalising cus- 
tomers, such as Nestle or 
Procter & Gamble. 

Rexam’s shares, however, 
reacted adversely to the 
news. When the bid was 
announced they fell TVip to 
195%. On Friday, they closed 
down %p at 169%, compared 
with a 12-montb high of. 
320%p. For PLM, by compari- 
son, the offer represented a 
38 per cent premium to its 
share price before the deal 
was launched. 

The deal is expected to lift 
Rexam's net debt to £980m 
($1.65bn) - equivalent to 
gearing of 195 per cent. 

It is understood that Mor- 
gan Stanley has advised 
PLM that, given the pressure 
onjlezaxn's balance sheet to 
fund, the deal, the UK group 
might find it difficult to 
sweeten its offer. 

Potential rival bidders, 
such as St Gohain and Pech- 
iney of France, have so far 
failed to make a formal 
approach, although they are 
said to have looked at PLM 
since Rexam made its offer. 


Moody’s cuts 
UBS debt rating 


By Wfflam Hall in Zurich 


UBS, Europe's biggest bank, 
has suffered another blow to 
its pride after Moody’s, the 
OS credit rating agency, 
stripped it of its coveted 
AAA credit rating. 

UBS had already lost its 
AAA rating from Standard & 
Poor's, a rival "US rating 
agency, . in January 1597, and 
all the Swiss bank's big 
international rivals in the 
US and Europe have long 
since been downgraded by 
the leading agencies. 

Nevertheless, the down- 
grading of UBS’s long-term 
debt ratings to Aal by 
Moody's on Friday was a dis- 
appointing end to a week 
marking the first anniver- 
sary of the announcement of 
UBS’s merger with Swiss 
Bank Corporation. 

The merger was designed 
to create a European finan- 
cial powerhouse, but the 
birth of Europe's biggest 
bank has been marred by 
higher-than-expected losses 
and an ill-judged investment 
in Long Term Capital Man- 
agement, the US hedge fund 
that almost collapsed in Sep- 
tember. . 

The problems came to a 
head in early October when 
Mathis Cabiallavetta. UBS 
chairman, and three of his 


senior colleagues, stepped 
down following the discov- 
ery of shortcomings m TJBS’s 

risk-management In mid-No- 
vember, UBS reported a 
third-quarter net loss of 
SFiSllm C$684m) and indi- 
cated that the losses on the 
equity derivatives business 
of the old UBS may have 
topped, SFrL5bn. 

. -Moody's said that while 
the weaker 1998 results 
should not structurally dam- 
age UBS’s “very healthy fun- 
damentals",' it no longer 
viewed its business and reve- 
nue mix and its risk- profile 
as compatible with its high- 
est ratings. - 

However, it stressed tbat 
UBS, especially m its post- 
merger form, remained one 
of the financially strongest 
banking groups in the world. 
Its creditworthiness was 
underpinned by its strong 
business franchises and by 
sound' fimdamentals. includ- 
ing ample economic capital- 
isation and a diversified 
earnings base. 

Moody’s cited UBS's “good 
market and credit risk man- 
agement and controls", but 
said its -buslness mix. finan- 
cial. targets and strategic 
goals “will .call, for an ongo- 
ing high-level positioning in 
global markets, including in 
higher risk segments". 


E&Y set 
to unveil 
record 


revenues 
of $10.9bn 


By An Hetty 


Ernst &. Young, the global 
Big Five professional ser- 
vices firm, will today 
announce record $10.9bn 
worldwide revenues - up 
19.8 per cent - and unveil 
plans to restructure the busi- 
ness as an integrated Inter- 
national partnership. 

Bill K imsey. formerly chief 
executive In the US, has 
become chief executive for 
Ernst & Young International 
and' will relocate from New 
York to Loudon to spearhead 
Its global strategy following 
the failed merger with 
KPMG this year. 

The. Big Five are compet- 
ing -to create global firms to 
respond to the needs of mul- 
tinational clients and with 
the staff and resources to 
provide a wide range of ser- 
vices in emerging markets. 

BAY’S growth compares 
well with other results pub- 
lished within the Big Five, 
which range between 17 and 
22 per cent growth. The new 
PwC, formed from Price 
Waterhouse and Coopers & 
Lybrand, has yet to report. 

E&Y recorded double-digit 
growth for the third year 
running and 33 per cent 
growth in consulting. The 
US firm powered ahead with 
26.5 per cent growth, while 
Europe with the Middle Blast 
and Africa scored 14.7 per 
cent 

Growth in Asia-Pacific 
measured using local curren- 
cies was 1 ZJS per cent but 
flat using the same basis as 
the rest of the firm's figures. 
Revenue stood at J800m. 
Staff numbers rose 6 per 
cent to 85,000. 

A new nine-strong global 
management team bas been 
named with seven posts held 
by Europeans. E&Y, which is 
historically strong in the US, 
believes Europe offers the 
best base for global manage- 
ment and access. 

“We don’t think of globali- 
sation as Americanisation,’* 
said Mr Kimsey. “Ibis is a 
very strong -team ■aind.we 
mean business straight 
away." 

Work is under way to cre- 
ate single global service 
lines and a new interna- 
tional infrastructure includ- 
ing IT systems, training and 
education. 

E&Y is also planning 
shared service centres cover- 
ing functions supb as inter- 
nal human resources. 

Mr Kimsey said that while 
the main national practices 
would become part of a fully 
Integrated unit, smaller 
countries would be encour- 
aged to form “single eco- 
nomic ventures" - essen- 
tially merged firms based on 
geography or trade routes. 

A profit "hari n g 1 scheme is 
being devised which will add 
incremental rewards based 
on cross-border performance. 
Partner mobility is to be 
Increased and efforts made 
to “enhance the spirit of 
partnership across borders". 

The firm also wants to cre- 
ate new regional and global 
businesses not owned by all 
the national firms. The idea 
is allow some E&Y firms - 
the US and. UK being likely 
candidates - to invest in 
businesses which win have a 
global franchise. 
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COMPANIES & FINANCE 


NCB lets decorum slip as government get tough 


The Japan bank is angry at the assessment of its bad loans as it faces nationalisation, writes Gillian Tett 


I n recent decades Japan's 
banking world has main- 
tained a public face of 
polite consensus. Yesterday, 
though, a rare bint of anger 
emerged. 

As the government 
announced plans to national- 
ise the ailing Nippon Credit 
Bank, the bank took.tbe 
unusual step of publicly dis- 
puting the government’s 
assessment of NCB’s bad 
loans. “We don’t believe we 
are insolvent." said an NCB 
official. 

The protest will not help 
the bank avoid its late. The 
Financial Supervisory 
Agency, Japan's banking 
watchdog which was estab- 
lished six mo nths ago. has 
the power to nationalise any 
bank considered insolvent. 
And NCB plans to cooperate 
with the process, in spite of 
its anger about the govern- 
ment’s verdict. 

Nevertheless, the fight 
shows how the climate is 
chang ing in Japanese bank- 
ing. The government is 
working to convince West- 
ern critics it is serious about 
banking reform, and the 
FSA is addressing change 
with surprising vigour. 


This in turn is triggering a 
bitter fight for survival 
among the hordes of cither 

weak banks, life assurance 

companies and brokers, as 
they watch the old banking 
business rules - and reme- 
dies - unravel. As one Euro- 
pean banker says: “NCB did 
what it was supposed to do. 
and restructured. But this 
shows that restructuring 
alone is not enough now.” 

NCB's anger is perhaps 
understandable, because 
until recently it diligently 
followed the government- 
sponsored “rules”, and from 
many perspectives has now 
become a victim of them. 

The bank was established 
in 1957 as one of three 
so-called long-term credit 
banks, alongside Industrial 
Bank of Japan and Long 
Term Credit Bank of Japan. 
NCB was supposed to speci- 
alise In long-term lending to 
the corporate world, funded 
by the issue of debentures. 

However, under govern- 
ment guidance it developed 
a niche of lending to the 
property sector and to small 
and medium-sized compa- 
nies. It also became famous 
for its links to the Korean 


community and to the politi- 
cal world, as many politi- 
cians anonymously bought 
its debentures. 

This franchise delivered 
huge profits during the 1960s 
bubble era. But it created 
even larger bad loans when 
the bubble collapsed. And as 
its funding costs surged. 
NCB became in April 1997 
the first Japanese bank to 
face a crisis under Big Bang 
deregulation. 


O n this occasion, the 
government saved the 
bank by “traditional" 
means: it persuaded banks, 
life assurers and the R ank of 
Japan to make a Y291bn 
(S2.5bn) capital injection. 
Meanwhile, NCB tried to 
appease tbe markets with 
more government -backed 
reform. 

A farmer Bank of Japan 
official was appointed as 
president, and NCB started 
to espouse Western concepts 
such as shareholder value. 
Tbe bank withdrew from 
overseas operations, and 
pledged to cut a third of its 
staff in the most draconian 
restructuring seen in Japa- 
nese banking. 


But none of these steps 
could deliver what the mar- 
kets most wanted to see - 
rapid removal of the bank's 
bad loans. As James Fiorillo. 
banking analyst at INC Bar- 
ings said: “1 do not think 
that NCB's management is 
worse than anybody else's. 
They were just unfortunate 
to have had the real estate 
lending niche.” 

The government initially 
let the problem fester. But 
its recent decision to ask tbe 
FSA to inspect the top is 
banks was a new flashpoint. 
This showed that NCB’s bad 
and potentially problematic 
loans were more than 
Y3.?00bn. sharply higher 
than NCB’s own assessment 
of Y3J00bn. 

Making sufficient reserves 
for this higher total would 
wipe out tbe bank’s capital, 
even without taking account 
of the potential large losses 
on NCB’s equity portfolio, 
the FSA concluded. 

Two years ago, the Japa- 
nese government might bare 
ignored this finding, or bul- 
lied another bank into rescu- 
ing NCB. But the FSA is 
now scrambling to demon- 
strate its power, and no 


other bank was willing to 
rescue NCB. 

Last week Chuo Trust, for 
example, turned down gov- 
ernment suggestions that it 
should merge with NCB 
after it studied the bank's 
loan portfolio. Consequently, 
by this weekend the govern- 
ment concluded tbat nation- 
alisation was the only 
option, following a similar 
move against LTCB. 

The government still 
hopes to persuade Chuo 
Trust to buy the healthy 
assets of the bank. Mean- 
while. NCB executives are 
angrily denying they con- 
cealed tbe scale of bad loans. 

But in tbe meantime the 
rest of Japan's financial 
world is now? asking which 
companies will be next. So 
far no other big banks 
appear quite as weak as 
NCB. but the FSA will start 
inspecting regional banks 
and life assurance compa- 
nies next year. 

And with some life assur- 
ers looking extremely weak, 
there are bints tbe FSA may 
target them soon. Japan's 
financial sector is unlikely 
to wear the mask of consen- 
sus again soon. 


SANWA BUSINESS CREDIT CORPORATION 

(incorporated with limited liability in the State of Delaware. U.S.A.) 

One South Wacker Drive, Suite 3900, 

Chicago, Illinois 60606 

NOTICE OF MEETINGS OF NOTEHOLDERS 
US$1,000,000,000 EURO MEDIUM TERM NOTE PROGRAMME 


TWe of Series 

17120,000,000,000 Floating Rate Notes due 1999 ("Issue A") 
US$5,000,000 Floating Rate Notes due 2000 ("Issue B *) 
.rTL50.000.000.000 Step-Up Notes due 2000 (“Issue CT) 
USS5.000.000 Floating Rate Notes due 2002 (Issue D") 
USS25.000.000 Floating Rate Notes due 2002 Tissue ET) 
US$5,000,000 Floating Rate Notes due 2002 (Issue F”) 
USS200.000.000 Floating Rate Notes due 2002 (“Issue G") 


ISINNo. 
XS0075840050 
XSQQ6Q03866 
XS0079532833 
XS0078839447 
XS00771 58623 
XS0078022422 
XSG0 79243050 


NOTICE IS HEREBY GIVEN by Sanwa Bustoses Credit Corporation f"SBCC*) that Keelings of the holders of the SBCC Euro Medium Term Notes identified above, convened by SBCC. wi* be 
held on January 5, 1099 cormiencang at the Inflowing times: (I) m the case of Issue A. 10 00 am; (a) (n the case of issue B. 10.20 am; (III rn the case of Issue C. 10.40 am; (ivj In Ihe case of 
Issue D. 11.00 am; (v) in the case or issue E, 1120 am; (vi) in the case of Issue F. 1140 am; and (vfi) to the case of Issue G. 12.00 noon (ell local times), subject as noted below, at Cottons 
Centra, Hays Lane. London, England, UK SE1 2QT for the purpose of considering and, it thought fh. passing the toUowtog resolution (the txrraordtoary Resolution*) which will be proposed as 
an Extiaontinary Resolution in accordance with the provisions of Schedule 4 to the Agency Agreement dated March 19. 1997 among SBCC. Citibank. N_A- Citibank (LuxeiTfcwrg) S A. and 
Citibank (Switzerland) (the "Agency Agreement") ■ References (n this notice to "Nafsfe)* and to "Noleholderfs)" shaV. where the context admits, be to the Note(s) and Noteholders) of Issue A, 
Issue B, Issue C. Issue D, Issue E. Issue F or Issue G as appropriate and ol references to "Condkiorn* and "Coupons)" shall be construed accordingly. In addition, ail references to 'Agency 
Agreement* and "Paying Agent* are to the Agency Agreement and Paying Agent respectively rotating to Issue A Issue B. Issue C. Issue 0. Issue E. Issue F or Issue G as appropriate. 

EXTRAORDINARY RESOLUTION 

'THAT, eondMonal as aflormentioned. this meeting of ihe hokiere of the Notes hereby;- 

*fi) assents to the modification of the terms and con di tions of the Notes as set out In the Offering Circular relating in the Notes dated March 10. 1997 and in Schedule 2 to the Agency 
Agreement dated March 19, 1997 among Sanwa Business Credit Corporation (*SBCCT. Citibank. NA, Citibank (Luxarrbouig) SA. and Citibank (Smtzertandl (as amended by any 
appicabte pricxig supplement) [the "Conditions*) by the deletion therefrom of subsections (vfll and (via) of Condition 10. "Events of Default*, of the Conditions winch read as toflows;- 
"|vB) ihe Issuer ceases to be a subsidjary at least 80 per cent owned and controfled dtoacity or indirectly, by the Parent: or 
, (vfi) the Keep Wei Agreement is tenrunated or any prevision thereof Is amended or waived other than In accordance with its terms or is no) enforced in a timely manner by the Issuer 
or is breached by the Parent.*: 

sanctions every abrogation, mortification, compromise or arrangement in respect of the ngfhte of the holders of the Notes and the holders of the Coupons appertaxitng to the Notes 
against SBCC Involved tii or reeultinBfiwn the modification referred tom paragraph (I) of this Bdraontinaiy Resolution; and 
authorises and requests the Paying Agents to concur tn the modifications referred ro in paragraph (i) ot ttns Extraontinary Rasoiuuoo; 
the foregoing amendmants are conrtidonal upon aflconcSliona lo the tdcslng of the transactions content plated by the Stock Purchase Agreement dated November 20. 1996 among Fleet Capital 
Corporation, Fleet Financial Group, Inc. and The Sanwa Bank, Limited (other than any such condUlons which retale to the approval of this Extraordinary Resolution or the other Extraordinary 
Resolutions proposed to holders of the Notea in terms of SBCCs Notice dated December 14. 1998 or the termination of the Keep Wall Agreement) having occurred or been waived, and will 
become effective sbmdbneousfy with such dosing.* 

For Ihe avoidance ot doubt, the defined 1am» referred to in the ExtraonSnary Resolution above have the following meantngs:- 
Tssuar* means Sanwa Business Credit Corporation; 

“ParenT ’ means The Sanwa Bank, Limited; and 

Keep Wafl Agreement* means the Keep We> Agreement between tife Issuer and the Parent dated September 25. 1966, as amended as ot August 2B, 1996. 

BACKGROUND AND IMPORTANCE OF THE MEETINGS 

These amendment are proposed, til connection with the transactions contemplated by the Slock Purchase Agreement dated November 20, 1996 (the "Stock Purchase Agreement*) among 
Fleet Capital Corporation, a Rhode island corporation (Tteet CaptiaT) and a wholly owned aubsld tei y of Flee! National Bank (*FNB*), Reel Financial Group, Inc., a Rhode Island corporation and 
a United States trank hofcSng company, and Iha Sanwa Bank. Limbed (*SBL*). pursuant to which Fleet Capita) has agreed to purchase al ot Ihe capital stock c4 SBCC from SBL. Following the 
closing of the transactions contemplated by the Stock Purchase A^eement [the "Ctosing"). SBCC wiH become an Indirect wholly owned subsidiary of FNB. 
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BENEFITS OF PASSING THE EXTRAORDINARY RESOLUTION 

The Notes are currently rated BBB+- by Standard & Poore Corporation; Al by Moody's Investors Services; A+ by Duff A Phefps Credit Rating Company; and A+ by Thomson Bankwatch. 
SBCC wiU become an indirect whofiy owned eubskBaiy of FNB folovrteg the Ctosing. Sknutaneousty wfth the Ckning. SBCC intends to deposit maeshng debt secundes ot FNB r m 
escrow account witii’the appropriate paying agent to support Ihe payment of the Notes. SBCC befeves. on this basts, that the Notes wlU be rated with FNB's ratings after such date 
(currently A+ by Standard^ Poors: Al by Moody's Investors Sendees: A+ by Duff & Phelps Credit Rattog Company: and AA- by Thomson Bankwatch). 

Accordingly. SBCC considers that fin proposed amendments contemplated by the Extraordinary Resolution set out above are fair and reasonable tii the circumstances and strongly urges 
ati Notohoktera to vote in favour of the Extraordlnaiy Resolution since the tafiure to approve the ExtraonSnary Resolution may cause the Closing not to occur and your Notes to remain an 
obfigation of SBCC es a suitekfiaiy of SBL. 


As stated til the Extraordinary Resolution, such amendments wfif become affective stinultanaously with, and are conditional upon, the Ctosmg. If ihe Closing does not occur, the amendments wfl 
not become effective. 

The attention of Noteholders is particularly drawn to the quorum required for the Meetings and for any adjourned Meetings as described at paragraph 6 under the heading -Voting Procedures 
and Quorum* below. 

AVAILABILITY OF DOCUMENTS 

Copies ot the Agency Agreement dated March 19. 1997 (Inducting the Conditions) wfU be avafiabte tor inspection by Notohoktera at the specified offices of the Payng Agents set our below. 

VOTING PROCEDURES AND QUORUM 

The following is only a summary of the voting and other procedures tor the Meetings. A complete discussion of Buch procedures is contained in Schedule 4 to the Agency Agreement, copies ol 
which are avaitabfe horn the Payfeg Agates upon request. 


I. The Meetings are being convened fertile hotdera of each series of Notes Identified above (each a ’Senes') commencing at the local times in Created above subject to (he foflowmg 
provision. Individual Meetings w# commence at the specified time or on the conclusion ot the previous Meeting, whichever is the later. Only a holder ot Notes in a Series may vote in the 
Meeting of such Series. 

Z A Noteholder wishing to attend and vote at a Meeting in person must produce at the Meeting etiher the Notes or a vafid voting certHicaie(s) issued by a Pay mg Agent rotating to the Notes 
in rasped of which he wishes to vote. Voting certificates may be attained from Ihe specified office of any ol the Paying Agenva given betow. 

3. A Noteholder wishing Is vote at a Meeting but not wishing to attend n person must either debvar his Notes or a voting certificate^) to tire person whom he wishes to attend on hfe behalf or 
appoint a proxy/gtve a voting instnJCfion form (on a voting instruction form obtainable from the specified offices erf the Paying Agents sei out beiow) fiHructmg 3 Paying Agent to apporrt a 
proxy to attend and vote at the relevant Meeting to accordance with his instructions. 

4. Notes may be deposited with the Paying Agents or (to Ihe satisfaction of the relevant Paying Agent) be held to its order or under tis control tor the purpose of obtaining voting certificates or 
appointing prnxtefJgiwig voting Instructions tn respect of ihe relevant Meeting no) less than 24 hues before the time fixed lor the relevant Meeting tot. if applicable, any adjournment of 
such Meeting). Corporations may appoint representatives by resolution Df their directors or other governing body. 

5. Nates so deposited or held for the purpose of abtatoing a voting certificate vriB not be released until the first to occur of the conclusion of the relevant Meeting specified to such voting 
certificate (or, if applicable, any adjourned such Meeting) or the surrender of the voting certificate to ihe Paying Agent who issued the same. 

6. Notes so deposited or held for the purpose of appototingproxles/gMng vottog instructions will not be released until the find to occur ol the conduswnof the relevant Meeting (or. it 
appfeabto, any adjourned such Meeting) or the surrender to the Paying Agent, not less than 48 hours before the time for which such Meeting o> any adjourned such Meeting ts convened, 
of the receipt issued by such Paying Agent In respect of each such deposited Nate which is to be released or (as the case may require) the Note or Notes ceasing with the agreement of 
the Paying Agent to be held to Its order or under its control and the giving of notice by the Paying Agent to SBCC si accordance with the terms ol the Agency Agreement of the necessary 
amendment to the block voting instruction. 

7. In aeconiance wBh lha terms of Schedule A to Ihe Agency Agreement. SBCC wB nominate the person to serve as the chairman (ihe “Chairman*) ol each of the Meetings, inducting any 
adjournments thereof. 

& The Quorum required at each Meeting tor paatog tin ExtraonSnary Resolution shall be one or more persons present holding Notes or voting cumficaies or being proxies and holding or 
representing mtfte aggregate not lass than 50 peroanL to nominal amount of the Notes of the particular Series lor the time being outstandng (as defined in the Agency Agreement). It 
within. fifteen minutes alter the time appointed tor any such Meeting a quorum is not present it shall stand adjourned far such period being not lass than 14 days nor more than 42 days, and 
at such place as may be appointed by the Chairman and approved by Citbank.NA. At such adjourned Mealing one or more persons present inkling Notes or voting certificates or being 
proxies (whatever IhB noniraf amount of fi» NOfefi so heW or represented by than) shal tarn a quorum and shall have power to pass Ihe Extraordinary Resolution and to d&dtie upon ait 
matters which could property have been dealt with at the Meeting from which the adjournment took place had the recreate quorum been present. 

9. '-gray question submitted to a M«tirtgshaB be decided to the first instance by a show of hands (unless a pofl Is duly damandadl and n ihe case ot equality of votes the Chairman shall 

both on a show of hands and on a poll have a cpstfag vote In adefition to me vote or vota* (9 any) to which he may be entitled as a Noteholder or as a holder of a voting certificate or os a 
proxy. A pot may bo domoidsd (before or on the declaration of fee resuB of the show of hands) by the Chairman or SBCC or by one or more persons present hokfing Notes or voting 
certificates or being proxies (whatever ttw nominal amount of the Notes so held by town). On a show of hands every person who is present in person and produces a Note or voting 
oarlificste or is a proxy shal hM one use and on a pofl every person who la so present shall have one vole to respect of each mtohmm integral amoimt of currency in which the Notes are 
denominated. 

10. Any cSnsctor of officer of S8GC and its lawyers may attend and speak at any Meeting. Save as aforesaid, no person shal be entitled to attend and 6peak nor shal any person bs entitled to 
vote al such Masting unless he althsr produces the Note or Notes of which he is the holder or a voting certificate or is a praoty. 

II. The adoption of the Ex tra e r d to ary Resolution as to each Series reqiares the affirmative vote in respect of such Series ot a majority consfeu-rg at noi less than 75 per cent, ot ttru persons 
voting ffrereet upon a show of hands or. ff a pal be duly demanded, then by fl majority consisting of not less than re per cent, of the votes given on such poll. If passed at a Meeting, tha 
ExtreorSnary Resolution wfll be binding on afi holders d the Notes of the relevant Sense, whether or no) they are presort al tire retevanl Meeting and on an holders ot Coupons 
appertaining to such Notes. 

PRMdPAL PAVING AGENT 

fflUbonk, NJL, Global Agency & Trust Services, 5 Carmekte Street. London EC4Y 0PA 
PAYING AGENTS 

Banqite totanradenafe fi Lucumbourg SJL Citibank (Switzerland) 

69. route (fEsch Bahnhofarasse 63 

L-2953 Luxembourg CH-8021 Zurich 


fa fuiflter background Wonnation and an wplanaiton of tlwpmpcrsate to pass the ExtiaonfinaryHBMtotton.pleagecrtoilacL- 
fi) Thomas CriquLMenfl Lynch tntemationaLEMTN Trading Desk. London, on (171) 867 3995; or 
(fi) Susan Weinberg at Menfl Lynch LiaHtty Management, New York, on (212) 449 4014. 

fa financial tofennaiion oo Fleet National Bank, FfeelFtnahcial Group. Inc. and Sanwa BustoasaCnedaC^iporation please contact Jeanne Canal Mackenzie Partners, ha. 156 5to Avenue, 
13* Floor. New York. New York, 10010. telephone (212) 929 5916. 
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Staff bonus cut 
at US funds 


r N*»W8fc«J»0bo 

USbtaL-KJWtn- 


Bjr Victoria Grtflttfi In Boston 
MMl John Aathfts in Haw York 

US fluid managers arc facing 
a difficult dilemma on 

bonuses this year, and many 

look likely to resort to a two. 
tier approach, giving gener- 
ously to a selected' few at the 

top while handing out ns 
little as possible to the rest. 

“I feel good about every- 
one who works here.” says 
Ralph Kenny, president of 
State Street RpsiuiiYh and 
Management in Boston. "But 
we plan to take care of a 
core group. I expect there 
will be sumo long fac»«s 
because of perfonnanci'.’’ 

It is an unusual problem 
for fund managers, which 
has been forced on them by 
poor porforroance. Most 
actively imm.igi>d funds have 
failed to pick their way 
through this year’s extreme 
market volatility. They have 
seriously under-performed 
“passive" funds which 
merely replicate index per- 
formance. 

According to the latest fig- 
ures from Upper Analytical, 
the average S&P 500 Index 
fund is up 23.19 per cent for 
the year. Actively managed 
US equity funds arc not even 
dose - capital appreciation 
funds an? up only 12.4 jier 
rent, growth and income 
funds are up 10.35 per cent, 
and growth funds are up 
18.48 per cent 

Emerging markets and 


small companies funds have 
had dire years, down 28 and 
8.9 per cent respectively. 

Net cash flow into funds 
has dropped as a result, and 
companies are attempting to 
contain costs, to guard 
against a further drop in 
investor sentiment. 

Bonuses make up a huge 
variable cost for the indus- 
try, since fund managers 
routinely make anything 
from li> per cent to 200 per 
cent of their base salary in a 
lump sunt year-end payment. 

But competition for good 
managers remains intense, 
particularly in Boston and 
New York. Some managers 
arc media personalities in 
their own right, making it 
harder to let them go. 

“Firms are asking them- 
selves who they really need 
to keep.'* says Mike Gareitk. 
a compensation expert at 
consultants William Mercer. 
"They cant afford to have it 
come out in the paper that 
one of their best fund man- 
agers is taking off That sort 
of thing loses them custom- 
ers. But they’ll cut back on 
bonuses where they can.' 

Because most firms calcu- 
late bonuses using a for- 
mula. some executives lock 
flexibility. But the bonus 
process is becoming more 
subjective. At State Street 
Research. 35 per cent of the 
payment is based on non-nu- 
merical factors like skill in 
recruiting and keeping staff. 


INTERNATIONAL BONDS APPOINTED DEALE RS WIL L GUARANTEE NEW ISSUES. INCREASING LIQUIDITY A NDjnWjSP^ENCY 

Dutch market 
looks to euro 
for expansion 


Euro government bond mariert- 

ToM: 53,000 bn 
MwdUfc' - 
finftrtMt 




By Aricady Ostrovsky 

The Dutch treasury will 
today launch a primary deal- 
ership for its government 
bond market, in an attempt 
to attract more investment 
into Dutch bonds after they, 
are redenominated into 
euros next month. 

The move is designed to 
increase Liquidity and trans- 
parency in the Dutch bond 
market in the face of grow- 
ing competition from Ger- 
many. France and Italy, the 
eurozone's largest debt mar- 
kets. 

Under the new system the 
13 dealers, which include 
ABN Amro, will be obliged 
to guarantee a market by 
subscribing to an agreed per- 
centage of primary issuance 
in each maturity segment, 
and by quoting bid offer 
spreads in the secondary 
market. In return, the deal- 
era will get a fee determined 
by how many bonds they 
have placed with investors. 

Mast government bond 
markets in Europe are rela- 
tively illiquid and depend on 
domestic pension funds and 
insurance companies. 
Domestic investors have 
been happy* to oblige, and to 
avoid the foreign-exchange 


Nomura 
winds down 
property 
, arm in US 

By Mctad Waters 

hi Hew York 

Nomura has taken the first 
steps towards winding down 
the US real-estate business 
that cost it as much as Si bn 
m losses during this 
autumn's turmoil in the 
international financial mar- 
kets 

The Japanese securities 
firm said un Friday that the 
real-estate lending operation, 
which had been spun off into 
n separate subsidiary, would 
not make any new loans and 
would be folded hick into 
the group's matn US busi- 
ness. 

The subsidiary. Capital 
Company of America, was 
caught out by the illiquidity 
anil snaring yield spreads 
that swept across tin* flxixl- 
lncnmc markets tit the wake 
id Russia’s debt del.iult in 
August. 

The unit had Ni-ii one uf 
I hr pmnrers uf the 
commercial mortgage 
hacked securities market, 
lending money against 
i-omnii-n-i.il real estate and 
then }uckoRiUK the loans as 
* verities for sab 1 M other 
investors. 

Tin- v nil. ipse in 
niiirtgMge-lvurlu'd securities 
price* niter tin* Russian 
del mi It stranded Capital 
Anierii.i. leaving u with 
billions of dufliirs of Kins 
lor which Hide i\a- no 
luiigi r a moihrl. 

Tile return of liquiditi m 

the i milt markets m meal 
oenrks 1ms made it easier for 
companies sui h as Nuimir.i 
to sell large vuhluies of 
mortgage hocht-d sivuntirs 

again 

However, rhe J.iji.ihi'x' 
firm, with h ptirUoliii si ill 
thought to lop Siuhn. has vet 
tu dl*pnse of I he hulk of its 
Ion* making n-al estate 
position* 

Any improvement In the 
prttf nf mini page -backed 
securities would .iHuw 
Nomura to rettuip Mime uf 
the Iuwj it nvuiw at i lit- 
eral of September 

The liawi** were produced 
by marking its |m wit in ns i 
to market values at 
the time rather than 
actually disposing nl its 
holdiiigB. 

Ataushi Yiwhlkawa. head 
of Nomura’s US arm. said: 
“Dcapite reevut losses, the 
US real-eHtate lending 
bualnms has. overall, been a 
profitable investment (or 
Nomura." 


New volatility 
index launched 


By George Graham, 
Banking Editor 


Few traders or investors 
who lived through the tur- 
moil of the last 12 months 
doubt that financial markets 
have become more volatile. 

Now. however, that belief 
can be demonstrated, with 
statistical backing, thanks to 
a new index designed to 
measure global volatility in 
financial markets. 

RiskMctrics. the risk mod- 
elling specialist spun off ear- 
lier this year from the 
J.P. Morgan investment 
banking group, said its new 
Index showed volatility had 
leapt List year during the 
Asian crisis from an average 
of about 100 over the period 
1995-H7 almost to 200 - 
roughly twice as risky. 

ft then singl'd again to a 
peak id 236 this autumn, 
alter the Russian govern- 
ment defaulted on its domes- 
tic debt obligations and the 
l a mg Terra Capital Manage- 
ment lieilge fund caiue to the 
brink of collapse. 

On Friday, the RLsk Metrics 
index stood at ltih. down con- 
siderably from Us peak but 
still reflecting a volatility 
more than two thirds higher 
than the previous average. 

Ethan Berman. RiskMe- 


trics chief executive, said rt 
was relatively easy to calcu- 
late the volatility of a single 
instrument, such as a partic- 
ular maturity of government 
bond. It has been more diffi- 
cult. however, to assert that 
markets generally were 
more or less volatile. 

The new index includes 
foreign-exchange, fixed-in- 
come. equity and commodity- 
components. 

Mr Berman said the princi- 
pal use of the index would 
be for stress-testing risk 
management models. Most 
banks use statistical models 
to calculate the “value at 
risk” of their trading portfo- 
lios, but if they are to be of 
use in managing risk the 
models have to be subjected 
to stress tests, to indicate 
how the value at risk would 
change in the face of a sud- 
den market shock. 

If overall market volatility- 
increased. the index would 
give banks a signal that they 
should start testing for more 
extreme market disruptions. 

In the longer term, how- 
ever. it would be passible to 
construct financial deriva- 
tive contracts based on the 
volatility index, which could 
he tnidnl and used tu pro- 
yule a broad hedge for the 
overall risk of a portfolio. 


Holding company 
plan by Toyota 


By JuSa Mm fci Tokyo 

Teynta Japan’s IraditiK car 
m:imit.hiun<r. could become 
une i»r the country \ firs! 
industrial companies to 
establish a huhlmv compunv 

Sliturhirn Tnynda. chair 
man said «»n Friday he 
huiied :i holding company 
would include Ihe Mihnldiarv 
IVaihatsu and the affiliates 
Huio ami Denso. 

.ki|unrse law was changed 
List year to allow the cMah 
fbhiurnt of bolding eurapa 

rues, but no larw industrial 
group bos taken such a step, 
as their status remains unat- 
tractive for tax reasons. 

However, analysts are 
expecting a change in the 
tax code nirhm two years. A 
move by Tuvnta. an industry 
leader, aiuld trigger a broad 
shift in Japan’s corporate 
structure. 

Holding companies are 
perceived to offer greater 
corporate flexibility in 


AngI.vS.xvoi; onnitnos. and 
some analysts hope they 
could fulfil a similar role in 
Japan. 

Auia industry analysts’ 
reactions to Toyota’s 
announcement was mixed. 
Takaki Xokamshi. of Merrill 
Lynch, questioned whether 
the move would carry any 
immediate advantages for 
Toyota, while Peter Board- 
man. at Warburg Dillon 
Read, said Toyota saw the 
step as a way of improving 
management efficiency. 

The announcement came 
amid further signs of strong 
overseas sales at Toyota. At 
Toyota’s now US plant in 
Indiana, the company- 
announced that it had sold 
mure than J-jjp vehicles in 
the US so far this year, 
breaking last year’s sales 
record. 

A strong US sales perfor- 
mance is particularly impor- 
tant for Toyota, given 
depressed domestic sales. 
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risk associated with other 
bond markets. 

But the launch of the euro 
will remove this risk and re- 
focus the spotlight on liquid- 
ity, transparency and credit- 
worthiness- 

The Netherlands has an 
AAA credit rating - the 
highest possible and the 
same as France and Ger- 
many - but it has to pay a 
premium on its bonds 
because investors consider 
them less liquid. The prob- 
lem is not unique to the 
Netherlands. 

Phyllis Reed at Barclays 
Capital says the fact that 
yields on Italian bonds have 
been lower than on those of 
Spanish and Belgium debt 
reflects the fact that people 
are moving away from 
smaller markets. “This could 
be an indication of how the 
market is going to trade 
after the launch of the euro.” 
Ms Reed said. “Small coun- 
tries might have to pay big- 
ger premiums than they 
thought” 

One option open to smaller 
countries is to issue bonds at 
less "busy” parts of the yield 
curve - such as 4-year and 
7-year maturities. Yet most 
countries are reluctant to fill 
the gaps in the German 
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curve - widely seen as the 
future European benchmark 
- and prefer to concentrate 
on the popular maturities 
such as 10-year paper, where 
competition is toughest 

To attract foreign inves- 
tors and avoid paying a 
hefty premium for their 
bonds, smaller European 
countries are trying to 
enhance liquidity by consob- 
dattng their debt and la unch - 
ing transparent dealership 
systems. 

The Nethe rlands has also 
benefited from the launch 
thi« year of the multi-issuer 
futures contract introduced 
by Matif, the French deriva- 
tives market The contract 
wmhtnai French, Dutch and 
German government bonds 
of 30-year maturities into 
a single pool of bonds 
that would he deliverable 
when the contract expires. 

Leo Verwoerd, head of the 
Dutch debt management 
office, says the contract has 
helped to reduce the spread 
between German and Dutch 
30-year bonds by effectively 



maicrng - them interchange- 
able. However, it may still 

be some time before Matif 
l«imoiwi a similar contract 
for the benchmark 10-year 
bond where spreads are 
wider. 

Other countries with low 
liquidity have been trying to 
attract non-European inves- 
tors «wrf to familiarise them 

with euro -denominated 

b»r»d p 

“We decided that this year 
we had to broaden our inves- 
tor base and get investors 
who are familiar with Finn- 
ish sovereign eurobonds to 
buy our domestic debt.” said 
Satu Huber, director of 
finance at the state treasury 
of Finland. 

Last mo n t h Finland issued 
a syndicated 5-year bond in 
euros which was pre- 
marketed and launched over- 
night to attract investors 
from Japan and Hong Kong. 
Finland had earlier recalled 
its tlhbn debt and launched 
an U-year E2bn issue, which 
will become the country's 10- 
year benchmark next year. 


jut ■ 


1996 


Some economists say the 
appetite for high-quality 
benchmark bonds means 
there is enough -room for 
everyone. 

While few disagree that 
the German bond market, 
the most liquid in Europe, 
win become the benchmark 
for the future European debt 
market, borrowers doubt 
that German debt, which is 
only QTtft fifth Die size of the 
US Treasury market, will 
alone be able to . satisfy, 
demand for benchmark 
bonds. 

Last September when 
investors sought shelter 
from the turmoil in Russia 
and other emerging markets 
in European safe havens, the 
shortage of underlying 
bonds caused a huge squeeze 
in the September future con- 
tract for bunds. “The 


sq\i**e? p in the bund future 
markets made it clear that 
there is scope for more 
benchmark instruments 
with high credit rating,” said 
Mr Verwoerd. 

Nobody can say what the 
European bond market wCl 
look like this Hwe next year, 
but as Ms Huber com- 
mented, the most important 
thing is to be able to change 
your mind on the issue. “The. 
past year has been amazing 
for hankere and for the bor- 
rower. I have seldom experi- 
enced my own views (about 
the European bond market] 
changing so dramatically 
during the coarse of the 
year," she said. 

"Tire main change is what- 
ever we are doing now we 
must be flexible enough to 
change our mind again in 
the future.” 


Ericsson’s management credibility on the line 

Investors are not taking kindly to profit warnings after earlier reassurances, write Greg Mclvor and Tim Burt 


S ven-Christer Nilsson 
might be forgiven for 
wanting to escape some- 
where warm this Christmas. 
Icy winds, culminating in 
last week’s profits warning, 
have buffeted the Ericsson 
chief executive since he took 
over at the Swedish telecom- 
munications group in April 
After a shaky start, during 
which Ericsson shares lost 
half their value amid con- 
cern about stagnant sales in 
its once-booming mobile 
phones business. Mr Nilsson 
appeared to be winning over 
doubters. An extensive man- 
agement and divisional 
shake-up, unveiled in Octo- 
ber. was well received by 
investors. Ericsson's shares 
rebounded as Mr Nilsson 
wooed analysts with a strat- 
egy promising above-indus- 
try -average sals growth and 
greater customer focus. 

Then came Thursday's 
warning that fourth-quarter 
profits would fall 15-20 per 
cent short of market expec- 


tations. The shares plum- 
meted 22 per cent in two 
days. 

Critics believe Ericsson, 
Sweden’s largest exporter, 
should have informed the 
market sooner that it was 
not going to meet profit fore- 
casts this year. They argue 
that Mr Nilsson bad ample 
opportunity to signal the 
problems at a meeting with 
analysts six weeks ago. 

He did not. Far from it, Mr 
Nilsson declared;' “I would 
like to: note that, unlike 
many of our competitors, we 
have not given a profits 
warning.” 

This- statement has 
returned to haunt Mr Nils- 
son. “Management credibil- 
ity is the key Issue here,” 
says Johan Strandberg, at 
Deutsche Morgan Grenfell in 
Stockholm. Ericsson must 
have known about this for 
some time but gave no indi- 
cation. That irritates inter- 
national investors.” 

Ericsson officials say the 


problems - chiefly flagging 
sales of fixed-line telephone 
switching equipment to 
Asian and Latin American 
markets — only came to light 
in November's internal 
reports, which had just 
become available. 

While most analysts are 
concerned by the warning, 
many stress it should not 
induce panic. They argue 
that the problems are tempo- 
rary and do not i ndicate an 


Infoconr returns to profit 
and demand - in emerging 
markets stabilises next year, 
Uie company could claim It 
has turned a comer when it 
unveils its longawaited new 
range of cellular phones. 

Richard Kramer at Gold- 
man Sadis in London rejects 
file idea that the share price 
decline amounted to some 
sort of management referen- 
dum. 



In mSbfleTianflset^ -Erics- 
son’s fourth-quarter profits 
were under pressure because 
its products were at the end 
of thefr life cycle and prices 
were falling. 

It was also dear that the 
now renamed Infocom fixed- 
line business would not 
return to profit this year. 

Infocom’s problems, rooted 
in sagging demand for fixed- 
wire switches, are being 
addrrased through restruct- 
uring. while Mr NDsson sees 
signs of recovery in Asia. If 


'H: 


believes Mr -Nilsson js 
[trying to get rail bad 
news into the market to 
tnsta a sense of urgency Into 
the company’s weaker divi- 
sions while enabling him to 
ride the upturn next year. 

“Ericsson could have 
papered over this fourth 
quarter problem easily if its 
management was less con- 
servative.” Mr Kramer adds. 
“They have SKr4.5bn 
(J563m) on the balance sheet 
and another SKrllbn in 
restructuring provisions." 

Mr Kramer claims the 


Ericsson chief executive is 
behaving like bis predeces- 
sor, Lars Ramqvist, by 
“kitchen sinking” all the 
potential problems early on, 
in expectation of becoming a 
tur around hero when 
demand revives. 

That argument has an 
appealing logic. But for it to 
bold, Ericsson must demon- 
strate that its difficulties 
really are temporary and 
then shake them off quickly. 

The Inlpcom- .has 
undergone intensive surgery 
for more than two years only 
for losses to continue. Mr 
Nilsson now foresees a 
return to profit in the second 
half of next year - a promise 
Ericsson must keep to pla- 
cate investors. 

Likewise, much is riding 
on the launch of a new hand- 
set range in the first quarter 
of next year. Given fears 
that Ericsson is slipping fur- 
ther behind Nokia, its Finn- 
ish arch-rival, Ericsson can 
ill afford any glitches. 
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J APAN PRICE FOR FOURTH TRAN CHE O F TELEC OMS PRIVATISATION TO BE SET TODAY 


Heavy demand for new NTT offering 


NEWS DIGEST 


INDUSTRIAL GASES 


By Paul Abrahams 
in Tokyo 


The price For the fourth 
tranche of the privatisation 
of NTT, Japan’s do minant 
telecommunications com- 
pany. will be set today after 
the issue was two and a half 
times subscribed. 

The unexpectedly heavy 
demand is likely to mwnn the 
discount to the stock's price 
will be near the bottom end 
of the previously indicated 3 
to 5 per cent range. 


The shares dosed on Fri- 
day at Y8S6.000, suggesting 
the sale of lm shares is 
likely to raise about V855bn 
($7.3bn), although the. final 
price will only, be decided 
after the market closes in 
Tokyo at 3pm. 

However, the overall mar- 
ket could be under pressure 
because of news during the 
weekend of the Imminent, 
nationalisation of Nippon 
Credit Bank, the troubled 
trust barn* 

AH three tranches - 


domestic, north American, 
and the rest of the world - 
were subscribed at least 
twice. Japanese * retail 
demand was . unusually 
strong, with about 600,000 
individuals making bids. 

Retail investors have been 
badly burnt by the stock, 
particularly the third 
tranche in 1388 which was 
priced at Y!L55m a shar e. 

However, advisers 
suggested many were swap- 
ping into NTT from NTT 
DoCoMo, the mobile opera- 


tor whose shares have done 
exceptionally well since its 
privatisation this autumn. 
Each individual is likely to 
receive one share each. 

Japanese institutions are 
likely to see their allocations 
reduced because of the 
heavy retail demand. There 
were orders from about 1.000 
domestic and international 
institutions. 

After a shaky start, the 
company’s management 
appears to have convinced 
overseas investors of the 


group’s potential. Although 
the group’s parent company 
rales are set to fall, profits 
growth should be generated 
by coshcutting. 

In addition, a new regula- 
tory regime is scheduled 
shortly - a move that would 
provide incentives for such 
savings. At the moment, any 
benefits achieved by cost 
cutting would be clawed 
badt by the regulator. 

The apparent success of 
the issue may well encour- 
age the government, which 


is struggling with falling tax 
revenues, to sell more of its 
remaining 59 per cent stake 
in NTT. 

However, it is unable to 
sell any more shares for six 
mon ths .an d Investors may 
demand more information 
about the new regulatory 
regime before committing 
additional funds. 

J The joint global coordi- 
nators and joint bookrun- 
ners were Daiwa Securities. 
Goldman Sachs and War- 
burg Dillon Read. 


Aga to cut more jobs 
as restructure intensifies 


EMERGING MARKETS SOUTH KOREAN STOCKS BACK IN DEMAND AS ECONOMIC REFORMS START TO STABILISE ECONOMY 


Aga, the Swedish Industrial gases group, yesterday 
stepped up its restructuring efforts by announcing further 
job losses and a SKr725m ($91 m) restructuring charge. 

The company, which earlier this year said it was cutting 
1,300 jobs - 12 per cent of its workforce - Is to shed an 
additional 400 posts as part of attempts to improve com- 
petitiveness. 

Lennart Sefander, Aga chief executive, said the corn- 
tuned cutbacks would reduce the company's annual costs 
by around SKr900m, and provide it with savings of at least 
SKr500m in 1099. Mr Selander said the latest cuts would 
help Aga to attain its goal of a 15 per cent operating mar- 
gin next year. Greg Mctvor, Stockholm 


Soaring Seoul aims for a sustained rally 


TELECOMMUNICATIONS 


German price war hots up 


By John Burton bi Seoul 


What a difference a year 
makes. Last December the 
Seoul bourse was plunging 
to a record "low of 320 points 
as South Korea suffered a 
foreign-debt crisis that 
resulted In a $58bn rescue by 
the Internationa] Monetary 
Fund. But the stock market 
this month has soared 24 per 
cent to 555.17 points on Fri- 
day, malting it one of world’s 
most robust performers. 

A number of factors have 
caused the rally. Measures 
announced last week to 
restructure Korea's large 
debt-heavy conglomerates, 
or chaebol, promised to 
remove the main obstacle to 
economic reforms and a 
resulting recovery in growth 
by the second half of next 
year. 

Other signs of economic 
stabilisation are evident The 
government has saved the 
troubled financial system 
from collapse by recapitalis- 
ing the bog banks. This has 
eased the squeeze on credit 
for the corporate sector and 
lessened the threat of bank- 
ruptcies. while providing 
domestic financial Institu- 


tions with new liquidity to 
invest in the stock mar ke t. ' 

The relaxation of fiscal 
and monetary policy by the 
government has caused a 
sharp drop in interest rates, 
with the yield on benchmark 
three-year corporate bonds 
felling to a record low of 8 
per cent. This is encouraging 
institutional investors to 
switch out of bonds into 
equities. Korean interest 
rates could Ml even further 
if the US and Europe con- 
tinue to cut their rates. 

Corporate earnings for 
Korea’s biggest exporters are 
improving although the 
domestic economy is expec- 
ted to shrink by at least &5 
percent this year - Korea’s 
worst recession in 45 years. 
Lower interest rates will 
reduce the cost of servicing 
the large debts of the chae- 
bol . 

Exporters, .which have 
enjoyed . 25 per oent growth 
in volumes thin year,, have 
made big foreign-exchange 
gains because of the curren- 
cy’s weakness against the 
US dollar, which will boost 
profits.- 

Analysts believe the posi- 
tive signs will result in more 


South Korea 

Korea Composite 



gains in the weeks ahead for 
the Seoul bourse. “Our view 
Is that the market is likely 
to test higher levels and the 
upward momentum could 
possibly extend to the first 
quarter of the next year." 
said Edward Campbell- 
Harris, . branch manager 
for Jardine Fleming in 
Seoul. 

Cash-rich foreign institu- 
tions looking for investment 
opportunities are pouring 
into Korea after under- 
weighting the market this 
year. Domestic institutions, 
which have been net sellers 


Disney and Infoscck to 
launch new web portal 


By Roger Taylor 
in Saa Frandsco 


Disney, the entertainment 
company, and Infoseek, the 
internet company, are today 
launching Goxcim In a joint 
effort to create a market- 
leading internet site. 

The venture will test the 
ability of the big entertain- 
ment and media companies 
to establish a presence on 
the internet. . 

From this morning, the 
new site Is accessible in pre- 
view format and will be pro- 
moted in “teaser" television 
advertisements over the holi- 
day period. The site will be 
formally launched in Janu- 
ary. 

The launch follows a big 
advertising campaign over 
the last three months by 
NBC, the broadcast network 
owned by General Electric, 
for the Snap.com site, in 


which NBC has an equity 
Stake. - 

The campaign has pro- 
duced- a sharp increase in 
Snap’s, viewing figures, to 
about 5.6m visitors per 
month. However, this still 
leaves it far behind the 
industry leaders, as the 20th 
most popular site on the 
internet'. 

-Disney and Infoseek have 
a big headstart over NBC. 
Infoseek’s current portal - 
which combines : internet 
search with- email, -news, 
chat and other sendees - is 
ranked the eighth most pop- 
ular ate, with 13m visitors 
per month.' Disney’s various 
internet sites, including the 
ABC news service and the 
ESPN sports ~site, attract 
14m viators per month. 

The companies plan to 
link these sites under the Go 
umbrella. Jnfoseek says this 
should produce a site with 
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to foreign equities investors, 
are likely to join, the band- 
wagon soon, as a heavy 
inflow of deposits leaves 
them flush with cash. Cus- 
tomer deposits at brokerage 
houses, a measure of inves- 
tor buying interest, rose to a 
record this week of nearly 
34bn- 

But some analysts worry 
that the rally is mirroring a 
bear rally in the first quarter 
of this year, when the mar- 
ket climbed to 580 points 
before collapsing to 280 in 
mid-June. 

Others argue that this 


rally is more sustainable 
because liquidity is greater, 
interest rates are lower and 
the government is displaying 
a stronger commitment to 
economic reforms, including 
moves to curb the expansion 
ambitions of the chaeboL 

Nonetheless, the consen- 
sus is that there will be an 
eventual market correction. 
One reason is that liquidity 
will be squeezed next year as 
companies launch big share 
issues to help meet a govern- 
ment target of reducing debt 
to two times equity by the 
end of 1999. The top five 
chaebol will issue 
Won20,000bn ($16-5bn) of 
shares, although most of 
that is expected to be pri- 
vately placed. 

An expected weakening of 
the won next -year could 
cause a sell-off by overseas 
investors, who have been 
attracted to the Seoul bourse 
by the prospect of foreign 
exchange gains from the 
won’s recent appreciation. 
Barclays Capital estimates 
the won could sink from 
1.200 to 1.600 to the US dollar 
in 1999 because Korea will 
need to spend more foreign 
exchange on imported raw 


materials and industrial 
components as stocks run 
out. 

Moreover. Korea's eco- 
nomic fundamentals remain 
unsteady. The corporate sec- 
tor must still service large 
debts and the full effects of 
chaebol restructuring will 
not be felt until next year, 
when unemployment is 
expected to jump because of 
industrial consolidation. 
This would undermine con- 
sumer confidence and set 
back efforts to promote eco- 
nomic growth. 

An alternative worry is 
that the chaebol might con- 
tinue to resist reforms In 
spite of promises they have 
offered to the government 
this week. 

Hie refusal of the chaebol 
to cut excess capacity would 
probably cause deflation in 
Korean export prices as 
global demand weakens for 
the nation’s main industrial 
products. 

“My big fear is that there 
will be a big risk of slippage 
in corporate reforms if the 
stock market continues to 
perform well and Interest 
rates remain low." said Mr 
CampbeU-Hanis. 


The price war in German telecommunications intensified 
yesterday after another new competitor responded to 
aggressive cuts planned by Deutsche Telekom, Europe's 
biggest telecoms group. O.tel.o, a joint venture between 
the Veba and RWE industrial conglomerates, said It would 
cut rates by up to 61 per cent from February 1. 

O.teLo’s move follows Deutsche Telekom's announce- 
ment last month that it would cut prices by up to 63 per 
cent from January 1 . Yesterday. KJaus-Dieter Scheurle, 
Germany’s telecoms regulator, approved Deutsche Tele- 
kom’s price cuts. 

Ralph Atkins, Bonn 


INSURANCE 


NCM to link with Tokio 


NCM, the Dutch insurance company, is to collaborate with 
Tokio Marine and Fire insurance to introduce commercial 
credit insurance to Japan. The two companies have signed 
an agreement whereby NCM. which bought the short-term 
business of Britain’s Export Credit Guarantee Department 
from the the UK government in 1991. will provide under- 
writing and other technical expertise while Tokio Marine 
will distribute policies and underwrite the risk. 

Peter Montagnon, Asia Editor 


SWEDEN 


Bank steps up property sell-off 


Ameritech urges merger 


By Richard waters in New York 
and Nfldti Talt in Chicago 


about I9m visitors per 
month, putting it among the 
top; five sites on theinternet 

Most analysts believe the 
market only has room for 
about three to five big gener- 
al-interest internet portals, 
implying a big shake-out in 
an overcrowded market. 

America Online, which 
commands the largest online 
audience, and has the second 
most popular internet site, 
boosted its position last 
month with the acquisition 
of Netscape; number five in 
the portal rankings. 

Together with Microsoft, 
.which has 22m viewers and 
the number three internet 
site, and Yahoo!, with the 
most popular web site, it is 
slowly increasing the gap 
between the leaders and the 
rest of- the internet opera- 
tors. putting increasing pres- 
sure on smaller sites to con- 
solidate. 


Lobbying over the $56bn 
merger between Texas-based 
SBC Communications and 
Chicago’s Ameritech, Is set 
to Intensify this week as the 
companies step up efforts to 
persuade regulators to 
approve the deal, and the 
Federal Communications 
Commission holds further 
bearings over the issue in 
Washington. 

On Friday, Richard Note- 
baert, Ameritech chairman, 
said he believed that at least 
two of the FCC commission- 
ers had “open minds” and a 
farther two “were both sup- 
portive of the thee market 
being allowed to operate". 
He had been “somewhat sur- 
i prised” to hear a senior FCC 
official signal concerns ear- 
I tier in the week about the 
i Am eri tech/SBC Commnnica- 
| tions deal deal and the sepa- 
! rate merger of Bell Atlantic 
i and GTE, and describe the 
■ deals as possibly being “the 


classic slippery slope”. 

"We should let all tele- 
coms companies compete in 
the markets they choose. 
Regulators should not be 
choosing winners and los- 
ers." Mr Notebaert said. 

But, in spite of the Ameri- 
tech chairman's remarks 
and SBC/Ameritech’s public 
optimism over the outcome 
of the regulatory reviews, it 
seems likely completion of 
the merger will be held up 
until next summer. 

The two companies could 
also be forced to make sub- 
stantial concessions before 
winning the consent of the 
Justice Department and the 
Federal Communications 
Commission for their union, 
analysts said. The FCC used 
Bell Atlantic’s earlier merger 
with Nynex last year as a 
bargaining chip to force the 
companies to open their net- 
works to competitors - a 
pattern that it is widely 
expected to follow again. 

Thomas Kjrattenmaker, the 
FCC official overseeing the 


review, said on Friday his 
agency's decision would 
probably not be completed 
until after the summer, due 
to the exhaustive procedures 
laid down in the 1996 Tele- 
communications Act 

He added that approval 
was for from a foregone con- 
clusion. and that the FCC 
had not taken a view yet on 
whether this deal - or the 
rival merger between GTE 
and Bell Atlantic - would 
pass its test of being in the 
“public interest". 

Mr Notebaert made his 
comments as Ameritech 
shareholders overwelmingly 
approved the SBC takeover, 
with about 94.7 per cent of 
those voting backing the 
deal. Earlier in the week. 
SBC shareholders also 
backed the transaction. If 
this merger and the Bell 
Atlantic/GTE tie-up went 
through, it would reduce the 
number of “Baby Bell” 
regional carriers to four, 
compared with the original 
seven (plus GTE). 


FOreningsSparbanken. one of Sweden's largest lenders, 
has stepped up its property disposal programme by selling 
two central Stockholm sites for SKr4.26bn ($533m). The 
bank, which sold 234 properties earlier this year for 
SKr2.9bn, said the latest deal would result in a one-off 
gain of SKr1.5bn. Both of the Stockholm properties 
Involved have been acquired by AMF Pension, the Swed- 
ish institutional investor. However, FOreningsSparbanken, 
warned that the planned sale of its property interests in 
London and Luxembourg could result in a loss of about 
SKr150m next year. Tim Burt, Stockholm 


INDEX-TRACKING 


Barclays launches euro index 


Barclays Global Investors, the specialist index-tracking 
group, has launched what is believed to be foe first ever 
bond index fund for the euro zone. The Dublin-based 
UCITs has $50m committed at launch and is accompanied 
by a Worid-ex-euro bond index fund which has a similar 
amount committed. The funds will track the Salomon 
Smith Barney Euro Broad Investment Grade Bond index 
and the Salomon Smith Barney World Government Bond 
ex-EMU index respectively. Phffip Coggan 


SILICON 


French, SA groups in tie-up 


Pechiney, the French aluminium and packaging group, and 
Samancor of South Africa are planning to combine their 
silicon activities into an entity with about 15 per cent of 
western world production. Pechiney said the operation 
would create an international group with four factories in 
France and South Africa producing 110,000 tonnes of sili- 
con a year. David Owen, Paris 
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Mortgage Backed Floating 
Rate Note* doe 2034 


In xmdsnee with ihe provision 
rf the Note*, notice ■ hereby 
given Am for the bums Penal 
9th December. LH8 id Wi 
March, 1999, the mcerest cm will 
be 645 per cent, for the Cba A 
Nobs, 6.9 per cent, fat the Cta* 
M Notes, sad 9-5 per oem.fi* the 
Class B Newer. The interest 
payable on (he Qas A Notes 
tntha denomination cVX4.625.99 
•fflbet75J5 nd cm the Qm M 
and B News with dammi nariwtt 
ar£]QjX0 will be £170.14 and 
£2H35 wnpeo i eelf 


US$200,000,000 
FLOATING RATES NOTES 
DUE SEPTEMBER 2002 
Notice li hereby gMnMtili 
Rate ol Interest has been fixed at 
£38875% and tot to Interest 
payable onto relevant Mere* 
Payment Date March 12. 1999 
against Coupon No. 12 wit be 
US$131 73 fo respect of 
US$10 ,000 Aaminel of to notes 
Bnd US$131755 in rasped of 
USSIOObOOO nominal of to notes. 


Notice of adjourned Meeting 
of the holders of the outstanding 

U.S. $100,000,000 

4 per cent Convertible Bonds due 2008 


N.T.S. Steel Group Public Company Limited 

tto*Company) 


Ck£nl i^ency end Tnat Sendees, 
CHfeenfc, NA London 
December 14, 19BB 


Ntffce 8 Hereby gtwm tot an eofoutned Meeting ol to Holders ot to above Bones (to raondhoMetV) m! tie held d 
to oOeea ol to Conyteny at i«h Boor. UM Hwer. 9 Rernkhamteeng Rood. Suanhang. Bangkok 1025a Thafland 
at 29 Dumber 1998 et XJ 00 am (Bangkok U me) for the purpose ot considering and. tf thought At, pessfog as on 

EjareonSneryHesokatontoresoktOon eel me in to Notice rfMeefinB*rtadt2NovmOenfl08. The maering convened by 

tot Notice edfouned for toefc ol a quorum and me Kftwmd meeting wfl be held as spedfled ebon. 

Coots of toTtot Deed Gnawing totfenns and Gondnfone ol to Bonds) and of to Waft Standett Agreemem referred 
to fo to osaUtoi oresvalaNe forinepecton, and Proxy Appointment Inatruedon Forms. (Wared to baton, are awdaUe 
torcofcxaon. by Bonae*fore el to speci fi ed oMceaot to Principal Agent, to Regenerand to Paying. Conversion end 
TmnrfwAOante during normal business hours. 

VOTING 
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£100,000,000 

DOMUS MORTGAGE FINANCE NO.1 pic 

Mortgage Backed Hosting Rate Notes due 2014 


• h accordance «*ti to pmwWona of to Notes, notice Is hereby given, that 
for to nee montfi period December VX 1908 to March to. isee to Notes 
any en Imrest Rate of 7 per cent per annum «ttt e coupon amount 

ofixraus. 


By.TheCtieee Muh after Bank 
. London. Agent Bank 
OecenttrM.nSB 
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l Ahokforola Bond may appoW a proxy by execuOngenddeCveftfiga tocm d proxy nlhs Encash language to cnecrf 
to oOcestoieiAed below ol to Prindpel Agent or to Paying. Conversion end TransforAgeree nor lass ton 24 houra 
before to tirna bad tor to accounted Maftng. or, in to case of a corporation, may appoint represemathas by 
raaotutton fci Engleh language ol its directors or other gmensng body dekvered to one^ ol such efflens not less ton 

SA hours before to time fbced tartheerjewmed Meeting. For mis purpose, Barclays Nomtooeo (Provincial) United as 
re^staradhoklarol to Gttri Bond on behjtot to CWrerg Systems lm defined betow) is to crtyBoreforidBT. 

2. Those ttottoWtolrirtowls In Bonds through CecW Bank, awfoanonyme or Moibbo Guaranty Tmsl Company o( 
Now YWt as operator ol to Eurodear 9yetan lea* » -Clearing SystemT aito who web to aaand end vto el to 
edfoumed Meeting ta touM contact to ratavanr clearing Syatem to make arrangements m be appointed as a proxy In 

. respect of to Sonde foMdtUr toy nave an teensL 

Those who hold toir Interests ta Bonds through b Ct«nng Syfltam end who wish to vote 01 but do ru* wish to attend 
to alarmed Meaang short carted to relewnt Clearing System tormenoa for anotorperson to be appamfodasa 
pray fri Inspect of to Sonde in which toy have an merest. 

3. Fof the pwposes deserted in paragraph 2 above. Prosy Appointment kwnidlon Forms are available for coteafon 
horn to specified pocas mentioned above, on wtich there is pronsion for (feeding to appotonars ol yourselt.your 
nominee or on employee of to Principal Agent as Proxy hi respect of to Bonds In whWi you have an Interest, and ta 
dnd to manner tneflfch to was wb »be caA. 

Pisan note tot no sutfi InstnicBona may be gwn. altered or withdrawn latardMn *9 hours before to lima appointed 
tor to adjourned Meeting. 

4. Al proxy appointments mads for the purposes of to origral Meertog, unless revoked, remafo vald for Ihe ac$n*ned 
Mealing. 
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By Richard Waters In tl«w York 550 


US shin* prices are caught 
nncc again in the quarterly 
limbo that precede a 
iwpartitr* earnings season, 
with Limcems about 
shrinking profits tattling 
the bullish back-drop af law 
uiterest rates to produce 
volatile trading. 

Cautious statements have 
hnn issued in recent days 
un turnings from a swathe of 
mra parties in Che Dow .tones 
Industrial Average. The 
cloud produced by the 
ccanumir crises in Asia and 
Latin America, a big factor 
in many <if the warnings, is 
likely to remain over Wall 
Street this week and next, 
traditionally the time when 
pre-announcements about 
earnings reach their peak. 

The impeachment case 
against President Clinton 
will be a second uncertainty. 
Wall Street has taken a 
gt/ncrally sanguine new of 
the process, choosing to see 
the political risk to the 
markets os minimal. 
However, some analysts said 
the process in Washington 
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was a factor in Friday’s 
retreat, as stocks, bonds and 
the dollar all fell. 

Add in a third uncertainty 
- whether the Brazilian 
bail-out. now a month old. is 
(ailing to restore the 
confidence of international 
Investors - and there are 
plenty of reasons to remain 
wary. 


I jJOHDON 
By Ptifflp Caggan 

I A batch of economic 
statistics should hold 
investors* attention this 
week, as the markets start to 
wind down for Christmas. 

The of England cut 
interest rates by half a 
percentage point last week, 
but few in the market 
believe that will be the last 
reduction of the currency 
cycle. 

Producer price numbers 
for November, released 
today, should show the 
continued absence of . 
inflationary pressures from 
raw material costs with 
input prices down l per cent 
and output prices down 0.2 
per cent, according to 
Standard & Poor's MMS. 

The key retail inflation 
numbers, out tomorrow, are 
expected to show the 
headline rate dropping to Z9 
per cent while the 
underlying rate should stay 
at the government’s target of 
2.5 per cent 

Unemployment numbers 
on Wednesday should show 
a further rise in the total 
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of about 8.000. 

Retail sales figures on 
Thursday are expected to 
confirm survey data 
indicating a weak 
November, with a monthly 
foil of 05 per cent 

By the end of the week, 
the markets rfywiM have a 
better view of the Bank's 
ability to cut rates in 1939. 
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WHEELOCK 

fw441IP 

Wheelock and Company limited 

(Incorporated in Hong Kong with limited liability) 

INTERIM RESULTS F OR THE HALF-YEAR PERIOD ENDED 30 SEPTEMBER 1998 

In the period under review from April to September 1 998, Hong Kong witnessed an unprecedented disruption of 
financial market and its economy. On balance. Group's results in this period were in line with the market. 

Unaudited attributable profit of HKS345. 1 million. Earnings per share stands at 1 7.0 cents. 

Interim dividend of 2.5 cents per share. 

Wharf's steady recurrent earnings will be further enhanced by its sizeable key start-up projects in five medium term. 

Progress completion of Gateway N w ill add substantial earnings to the Group’s investment property portfolio. 
Now opened with 70 per cent of the area committed. Gateway n retail brings number of shops in Harbour City to 
over "00. providing attractive critical mass in Tsim Sha Tsui. 

Cable TV breaks even operationally with viewership share up, himng new high of 283 per cent from 22.4 per 
cent in July 1907. New T&T ahead of development plan. 

Modem Terminals has recorded a double-digit growth this year. 

Premium negotiation with Government proceeding in connection with Kowloon Station Package U and the San 
Miguel Brewery site. 

Sale pf Galatia made significant contribution to Group's cashflow by not only covering foe cost of foe entire 
development, but also making Plaza Hollywood a zero-cost asset that generates an annual revenue s tre am of over 
HKS240 million. Ninety per cent of this Diamond Hill project has been sold to dote. No default payments have 
been recorded. The development would generate substantial cash proceeds. 

RDCs sales prog ra mme on the Forest Hill, Regalia and My Loft projects in accordance with plan. 

Ninety -eight per cent of Ardmore Park m Singapore has been sold. Orderly progress made in project, now undo’ 
construction by Shimizu. The intortwoofredevelopingNlariMPoto Hold into a luxury craKkHniniumpoject remains. 

Deployment of effective marketing initiatives and successful reduction of stockinet permit LaneCrawfcsd to perform 
in accordance with business expectations ina very difficult consumer ma rkcL Its China busucss sorts to make pro fiL 

Lane Crawford is in a positive net debt position with net surplus cash. 


RlWiKFlIIff 

By Graham Bosriey 

A sharp drop in confidence 
gripped Frankfort at the end 
of last week; on Friday the 
Xetra index of the 30 top 
blue chip shares tumbled 
107.28 points to close at 
4543.02. 

This unexpected decline 
was attributed mainly to 
external factors - it followed 
sharp falls in Asia and on 
Wall Street. 

But it comes when the 
outlook for the German 
economy has become 
unclear. Exports, the chief . 
pn gmp of German growth in 
recent years, have lost 
momentum because of 
shrinking demand in key 
foreign Tnarfrfltg like Asia. 
But exports have also slowed 
because of the relative 
decline of the dollar which 
has made German exports 
less attractive. 

Stronger growth in 
domestic consumption is 
expected to compensate next 
year, stimulated by the 
recent interest rate 
reduction- Higher wages 
may play a role - IG Metall 


COMPANIES DIARY 


Retailers 
to underline 
spending 
slowdown 

The scale of the slowing of 
UK consumer spending dur- 
ing the year w£Q be evident 
when retailers MFI Furni- 
ture and Carpe trigilt report. 
Their results are expected to 
show large declines in the 
pre-tax line. Interim results 
from Asda may be accompa- 
nied by a trading update 
that could bring precious 
little Christmas merriment 
for investors. However, Vans 
could provide some festive 
cheer. 

TODAY — — 

• Hotel and pub operator 
I Vaur is likely to mark the 
1 festive season with a set of 

strong figures. Williams de 
! Bros expects an advance 
fiom £3&3m to £4Gm ($S8-4m) 
which puts the broker at the 
i middle of the range of ana- 
lysts' forecasts fiom £3&5m 
to S41.5ITL 

The figures are likely to 
allay fears that the arrival of 
new chief executive Martin 
Grant in June would lead to 
exceptional charges in these 
figures as the decks were 
, cleared- A strategic review 
concluded that Vaux should 
withdraw from brewing and 
wholesaling and focus on lei- 
sure operations, which 
include the Swallow Hotels 
chain and 160 managed pubs. 
There may be news on prog- 
ress in this direction. 

• Final results from API. 
the packaging and coatings 
business, are likely to be 
strongly ahead of the n4m 
struck last time as the strat- 
egy of focusing on high-mar- 
gin niche products such as 
anti-counterfeiting holo- 
grams far bank notes pays 
dividends. 

The shares have suffered 
along with the rest of pack- 
aging sector as fears of 
shrinking margins have 
taken their toll. A consensus 
of forecasts from First Call; 
the estimates service, sug- 
gests a pre-tax figure of £l6m 
(*26-6m) while analysts' 


SUMMARY OF UNAUDITED CONSOLIDATED RESULTS 


Six months ended 30 September: 

1999 

1997 


HKSMflBon 

HK$ Million 

Turnover 

2^893 

1,923.9 

Operating profit 

207.1 

353.7 

Share of profits less losses of associated companies 

S96.7 

1,308.1 

Profit before taxation 

8033 

1,661.8 

Taxation 

(2073) 

(192.6) 

Profit after taxation 

596-0 

1,4693 

Minority interests 

(250.9) 

(2733) 

Group profit attributable to Shareholders 

345-1 

1,196.0 

Interim dividend 

fSfc 7) 

(233-1) 

Transferred to revenue reserves 

294 A 

9624 

Earnings per share 

17.0 cents 

59.0 cents 

Interim dividend per share 

23 cents 

11^ cents 
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and other big unions are 
negotiating with employers 
over demands for 6-5 per 
cent pay increases in 1999. 

Degussa will publish 
details of its latest results 
tomorrow. The market may 
continue to focus on troubles 
at BMW, which is still trying 
to stem losses at Rover, its 
British ofoshoot 


TOKY O 

By Uebhto Ka kamoto 

Activity in Tokyo will be , 

affected by the Bank of - 
Japan's quarterly survey of 
business sentiment to be - 
published today as weC as 
political developments. 

The survey, known as the . 
Tanfcan, is likely th create 

more uncertainty rather 
titan provide direction for 
the market as it is expected . 
to show that business 
sentiment is mixed. While 
private sector demand is 
Ufcrfy ta have remained 
d epresse d, public works 
activity is believed to have 
picked up. 

Taichi Sakaiya, bead of 
the Economic Planning 
Agency, has reversed an 
earlier, gloomy position and 
is now saying he sees 
“embryonic” movements - 
towards recovery. Even the 
governor of the Bank of 
Japan noted on Friday that 
while the environment 
remained difficult, "there 
are bright signs emerging". .. 
Retail sales of large 
household appliances were 
Improving, public works 
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orders had increased 
auhstrotially and a 
framework had been 
established to shore up the 
financial systan, Mr Hayami 
said. 

■ So far. the market 
consensus is that it is stfll 
too early to suggest that the 
Japanese economy is 
bottoming out 
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Asda dw fcTT M Q. Archil Mcnnate expoaure to nonfood producta may restrict growth 
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expectations range from 
n-LJm to £VlJ5m. 


TUESDAY 

• An enormous fall In 
interim pre-tax profits is 
expected when MFI Furni- 
ture reports, as weakening 
consumer confidence com- 
bines with a strategic 
shake-up at the company. BT 
Alex Brown expects a 
decline of 66 per cent to 
H2m (Sl99m) in the under- 
lying result. However, this 
does not include exceptional 
costs of £20m so the headline 
pre-tax figure is likely to 
plunge from a profit of 
£35.4m to a loss of £8m. Any 
update on current trading is 
likely to bring more gloom, 
following the September 
AGM statement that UK 
retail sales were down 10 per 
cent 

• Disposals during the year 
are set to produce a decline 
in operating profit at NFC, 
the l ogistics group, although 
the underlying result' win 
probably improve because of 
good contributions from 
Tradeteam. the joint venture 
with Bass, and the improv- 


ing contract portfolio. A con- 
sensus of forecasts from 
First Call suggests a pre-tax 
figure of £12&6m ($ZI3.4m). 
up from £88m last year. The 
company has indic ated that 
the full-year dividend wfll be 
5p, down from 7.1p last year, 
as part of the shark buy-back 
package. 

WEDNESDAY 

• Tough times in the carpet 
market seen in the early 
part of the year are expected 
toliave taken about a quar- 
ter off profits at Carpetrigtt- 
Ita Interim pre-tax figures 
are likely to display a fall 
from £16.2m to £ll.9m 
($1 9 -8 m ) as the drop in sales 
continued through the year. 

Joan D’Oher, at BT Alex 
Brown, believes like-for-Uhe 
sales will fell 4 per cent bat 
total sales will rise because 
of new store openings. Gross 
margins may have been held 
but operating margins wOl 
have fallen because of a rise 
in promotional costs- 

• Final figures from. Secnri- 
cor will sbow a strong 
advance at the pre-tax level, 
but titis will stem from large 


exceptional costs in the pre- 
vious set of results. 

Last year, pre-tax profits 
of £lOL4m were achieved 
before exceptional items and 
discontinued operations, 
although the pre-tax line 
came in at £3L4m. 

A consensus from First 
Call suggests a figure of 
£94.7m ($157_2m) this time. 
Last year the security busi- 
ness - mainly security 
guards and cash in t ra n sit 
vans - achieved a 58 per 
cent jump in profits as the 
market recovered from a 
price war. 

THURSDAY 

• Weakening consumer con- 
fidence is set to have an 
impact on interim results 
from Asda. This is because 
the stores group has more 
exposure to non-food prod- 
ucts, which are less defen- 
sive than food in a slow- 
down, and a greater bias to 
the north of Britain, where 
the economic slowing may 
have more impact on spend- 
ing patterns. A rise of about 
3 per cent to 2195m (S324m) 
is expected In the pre-tax 
line. 




boll 




NEW INTERNATIONAL BOND ISSUES 


taettl - 
Partin 


KMr.9Htif 
WRDnrCB 
MSUIMKI9MH 
Cand ri Enroll 
ns ca taro 
HS3C ta fttats 
MSHfttaMForiag 


r-«,T M, T At. 


so roans 
as m&n 
«e Ntansi 
29 roam! 

1.19a • 


m. B&ttr 


°r m r 


so team saars 


RroOKK HRH5I 

On 

ytww. . 
faroed Totem 

BE* 

SmpaCalXat* 

Sta^BCoUte* 

SupaOiUW* 

sroroCBua* 

SaronftUH* 

SagnCoUte* 




a U2DD5 
3CG Dec 2004 
« Dec 2003 
300 Dk 2098 
ZD DBXIU 
19 ta 2005 
IDO Dec 2001 
VA DK2DBB 
a roaa 
s roam 

20B &K 2008 
7D in 2902 
sc ta an 

400 Dk 2033 
475 Ck 2005 
ED OK2BOB 
875 OKZttt 
m DE2D28 


4275 9US5B 
520 9BJ35R 
1 ft# K8UB 
5n ausa 

S82W 
5J5 YStSBB. 
500 83S1R 
72« 05S2 
uo nut 
72758 HBS 
tSJJOfi Wfl ga 

SSS tflUD 

&25£ 85708 

uot ossa 

f aama 
9550 
nss . 
nan 


5755 tusttanj aroromiBro 

mb *3a«roe5 utroumen 

53S tOBTOOB MAmtMHMM 
aS4T2hfo«EottaBtHtteW 
i on tatai 

5154 tar Skcatebro 

Un htn 
527 Pate 

U52*H!4miNQMB 
®25 HSCMMII 

54H iTBUdMB Kn State OB 
121 uiSto& Ifaftjtafi 
5238 4JWUt«(B) tantt HM 
5.033 4JSMte0n fctog Btot M 
7345 CS WWW Sals 

X2S45G6Dte236aEte9 BMt 
1JB tOOJtaBS DtaMbitf 
123 tTOQM) OroatanSB - 
4413 bimtojes 

822S ttttttaOQetfn SUn SCo 
MOO tfBSUtoa tatansSroi&Oi 
6206 «2M0taO4 SttstaSKac&CB 
UM 4ZDSW39 GctotaSarotCD 
TSa tS4a^ga STOtaPSTOilCa 
7«T ntf^rtaXte 


m ok aoz 145(9 gm 
m 30 2934 UB 1BU0 150D 


fateUBaao# zemmm moa 
tt*faSbrSBK» 2BB MIM -W W& . 

taprofecCOSy 13 b JB2DI0 3 *5 10225 

SEC « JrZM 220 «U5 

bipm • • 

tafadeUEnnW UBi Dee 2003 210 1BUB 
Euros Camdlr 993EB 373 

BE 400 M ZS4 3JSW 95748 6S 

BeptfedUM 39 Od 2085 483 181226 3990 

UtilMliteiq.BkmOl) 982® 


Mrorflteftfa . «8 As 2003 &00 0U73 5906 4208 

(BiiBiwaaues 

aS ao JS 200 S fifloiTmS - ~ 


' ‘ . . i 

-i " ■ -s ~ 


WtagOE lU 

Mtanmw 

CSffl 

MtafiroTOBTO 

EMTOM 

Uttn 


mate) uni Dec; 

Broucdo^r m mi 

BTOBTO 19* MS 


135 wasm 7205 
720 90. CS 7209 
720 9679 700 


w oran rt ««R MrortMU 

500 TMV& tS5 asm 4S7 «100|Dd05) BqtfttfctaTO 
90DK200BU5 962® 4294 tUBpAB jtaSJfcnWbfa 
S Dr 2038 H WO® - , 3«M8 




nte8 Ota Beni 
BHEUOTOD 

CKIUtate " 




S18UE 

Mn KSS 
l« Ana tarn 

a*t W!^Ma 
CBM ' - 




ifc- 

M- 

l ii 4;. ■' 


teFfarocoj# 


» JB2D04 5J5# moo rowunatt 

2BB0raS6S5 BSSSt 5SS-A&jlDna?D5aMttdro 
19 08ES07 675 9U4BT UB UtSDsOB] ItaitateDR 

S ta-JOffl 600 TOJI - 8489 UnUfaErt 

^2 wat ' 13,5 «7 *wb HsacAfaBia 

is roaeroa wum sob *nspE6 bbm&t 

B Ban 675 TKJJ44 83U iBfKJMq UtaB BtaOH 






.j n 
‘ V •• 













V 


rmsr*- - vk 




FINANCIAL TIMES MONDAY DECEMBER 14 1998 


A j- T 


**l*Wi*15A 








i’ - . . 



J 



X.t*‘ 


v \ * 


id in .rfiv 


FINANCIAL TIMES SURVEY 

CROATIAN F 




AND 





MONDAY DECEMBER 14 1998 


Annual review 


■yrivrz--~£; .-tt 



TTsevoodoo artwork of Croatia n artist Sracko Strahova reflects a growing dsenchanbnent with the country's poBtidans. With a crucial general election looming. President Franjo Tudjman (right) to facing a revitalised opposition ted by Nica Racan (left), the leader of the Social 
Democrats. The next gowmment has a tough economic chalenge a he a d , to buBd on export successes, such as PBva, the pharmaceuticals group (centre) Pictures: AP, Montage: Gary Cummtns 

Privatisations must win over the sceptics 

Kevin Done asks whether foreign investors can be persuaded to provide the capital and support that Croatia so badly needs 


Borislav Skegro, Croatia’s 
finance minister and deputy 
prime minister, was putting 
a brave face on the country's 
economic achievements, and 
prospects, as he led a series 
of financial roadshows in 
London and the US earlier 
this month. But the view 
back home in Zagreb is not 
so rosy. 


Few analysts, including 
the Croatian National Bank, 
share his ' optimistic fore- 
casts for continuing strong 
economic growth nest year, 
one of the foundations for 
his hopes of achieving a bal- 
anced budget in 1999. 

Instead concerns are grow- 
ing that the outlook is deter- 
iorating’ at precisely the 


moment that the country 
needs to appear in an attrac- 
tive light, as it embarks on a 
marketing campaign to con- 
vince foreign investors that 
now is the moment to dis- 
cover Croatia. 

The budget arithmetic 
depends crucially on holes 
being plugged by privatisa- 
tion revenues, as Croatia 


belatedly starts a serious 
effort to attract foreign 
direct investors to take stra- 
tegic stakes in some of tbe 
leading utilities and state- 
owned enterprises. 

Most importantly, the gov- 
ernment is planning to sell 
next year a significant 
minority stake In tbe Cro- 
atian telecoms utility as well 


-■'Mtm/fimT?. : r 

; ■ W;. : ; 7j| 

. ' awl aribc , - 'f • 

■ OaBvntoSm 

satoem i y?s-r ■ I> 








Exports • Ai-. v ; v •; _ _• JgfA 

TnSestMudqcn' - • ... 




ft;- .... v % : ; f ,Tcttl SOP t&7 1iU 

jjj?’.* y-'z L^ma>p gjjS %awmr ~ ~ • ~aT 

” •• - : : ; sa as 

4M 4ss 

..... -. ,**»»* gm|- A'' ■■■ 7,788 8,12 3 

p" ^ ~ an ,g * 3S 

: '. ^ *T- Ji • " ’ ' ^ ^aigarwiM toa age iwaMWgB fSm. Dn^ . 2^40 ZfiU 


Food products, ' 
hpwagw and tpCattP V 

Coke, pefttfafri y.’^Tr. 
products and rindearlufll 


•'.•fiX Otter- . 




MSfctMDBBr 

ptoCPUn) 


Imports 1997 






Transporrequlpflanl • 

K#weA«aqe4laMt JR 


BetitKAteA . 

optical Hr® 

— r - — — imf 

- mw-reariolBrae - ~ 

- ' '• *4 

.• -. ■*** 


«; EXPORTS . . . 


f 22% ■« 


Russta ■ y fitttrta Skwapta V. Box* - Gama? Italy 



US - Runta Austria Sown Italy Oarmany 


as shareholdings in three 
state-owned banks including 
Privredna Banka, the coun- 
try’s second largest bank. 
Further down the trad, it 
plans to begin the privatisa- 
tion of IN A, the state-owned 
oil company, and of utilities 
in the power sector. 

The confidence of lenders 
to Croatia has already been 
hit tM« year by si gnifican t 
setbacks, most notably the 
crisis in the banking sector, 
which has seen the collapse 
of the fifth and sixth largest 
banks, Dubrovacka Banka 
and Al umin a Banka as well 
as tbe apparent insolvency 
of several smaller banks. 

The authorities insist that 
there is no systemic danger 
and that the assets of around 
85 per cent of the banking 
sector are sound. They point 
to the fact that Dubrovacka 
has been taken into forced 
rehabilitation by the state. 
The assurances have served 
as little comfort to foreign 
lenders to Glumina Banka, 
however,- which have .out- 
standing loans totalling 
around DM2Q0m to the bank 
and little sense of how the 
Croatian authorities Intend 
to respond. ‘ 

A new banking law 
approved in recent days 
after months of delays will 
give the central bank greatly 
enhanced powers to inter- 
vene in troubled banks. But 
the law may have come too 
late to be of much comfort to 
foreign lenders to Glumina. 
German banks, which have 
the highest exposure to the 
bank at around DM&Om. 
have warned the authorities 
of the dangerous conse- 
quences of the Glumina col- 
lapse for future lending to 
Croatia. 

Hermes, ‘ the German 
export credit insurance 


agency, has downgraded 
Croatia to the fifth of its 
seven rating categories in 
recent months making funds 
more expensive for Croatian 
borrowers. “The appetite in 
the market far Croatian risk, 
especially medium-term 
loans, is more or less lost at 
the moment," says one lead- 
ing western banker in 
Zagreb. “Direct lending is 
not going at all and trade 
finance is only available for 
shorter periods and with 
’acceptable' local banks." 

The International Mone- 
tary Fund warned the gov- 
ernment earlier this month 
that “the availability of fin- 
ancing on international mar- 
kets has been severely 
restricted due to the recent 
global turmoil, and It is 
likely that Croatia's access 
to International borrowing 
next year will be both lim- 
ited and expensive.” 

The IMF is clearly con- 
cerned that the finance min- 
istry is too optimistic about 
the prospects for both taxa- 
tion and privatisation reve- 
nues. The budget is expected 
to run at a significant deficit 
of around 3 per cent of gross 
domestic product before pri- 
vatisation receipts are taken 
into account 

Although belated, the 
drive to privatise key state- 
owned assets to strategic for- 
eign investors has been wel- 
comed by western financial 
officials in Zagreb for the 
impact it can have in accel- 
erating the restructuring 
and modernisation of the' 
Croatian economy, which 
has remained rather isolated 
from tbe mainstream devel- 
opment of tbe other transi- 
tion countries in central 
Europe. 

As the international com- 
munity presses Croatia to 


adopt a more constructive 
policy to help resolve the 
immediate regional problems 
of the Balkans, not least in 
neighbouring Bosnia-Her- 
cegovina. it continues to be 
denied access to many west- 
ern structures. Only two 
weeks ago it was told 
bluntly by the European 
Commission that "insuffi- 
cient progress has been 
made to allow for improved 
bilateral relations with the 
European Community." It 
also remains outside Nato's 
partnership for peace. Its 
main hope for progress next 
year appears to lie in gain- 
ing membership of tbe 
World Trade Organisation. 

The difficult climate for 
attracting Investment is 
underscored by the fact that 
the government will be 
launching the sell-off of state 
assets in an election year. 
The country is facing grow- 
ing political uncertainty 
with the ruling Croatian 
Democratic Union fHDZ) of 
President Franjo Tudjnmn 
set to face its sternest test 
since it took power in tbe 
country's first multi-party 
elections in 1990. 

The hitherto highly frag- 
mented opposition parties 
are showing for the first 
time a sense of common pur- 
pose and tbe political atmo- 
sphere is already becoming 
highly charged with growing 
talk of possible early elec- 
tions being called ahead of 
the ultimate deadline of Jan- 
uary 2000. . 

The fortunes of the HDZ 
have fallen sharply and. 
according to a recent opin- 
ion poll carried out for the 
US International Republican 
Institute, its support has 
declined to around 21 per 
cent of voters. This leaves it 
neck and neck with the 


Social Democrats, the 
reformed communists led by 
Ivica Racan, which has 
emerged as tbe strongest 
opposition party and the 
potential guiding force of a 
new government. 

The HDZ has suffered 
damaging interna] splits in 
which the hardline, national- 
ist faction identified with 
Ivic Pasalic. the president's 
domestic affairs adviser, has 
emerged with the upper 
band. 

The struggle for power 
within the party led to the 
recent resignation of Hrvoje 
Sarinic, a former prime min- 
ister and bead of the presi- 
dential office, who was 
regarded as a leader of the 
liberal wing of the HDZ. as 
well as the departures of tbe 
defence minister and 
another key Tudjman aide. 
They left amid allegations 
that tbe military intelligence 
service bad been used to 
undermine moderates within 
the HDZ. 

The six opposition parties 
have withdrawn all their 
members from parliamen- 
tary committees in protest. 
The possibility of an apposi- 
tion victory is growing, 
fuelled by popular concerns 
about the economy, rising 
unemployment, high prices 
and deteriorating public ser- 
vices such as healthcare. 

The prospect is emerging 
of Croatia having to undergo 
an uncomfortable period of 
cohabitation between a weak 
Social Democrat-led coalition 
government and tbe coun- 
try's authoritarian president 
Franjo Tudjman. 

"Assessing Croatia is like 
judging a half full or a half 
empty glass," says a leading 
Croatian official. “The 
degree of pessimism varies 
greatly." 


ECONOMY by Kevin Done 
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Tight belts start to pinch 

The government is trying to rein in the population’s westernised expectations 


The Croatian, economy has 
slowed sharpy during 1998. 
Sources of foreign finance 
have dried up and. the 
authorities have been forced 
to tighten fiscal and mone- 
tary policies to contain the 
ballooning deficit in the cur- 
rent account of the balance 
of payments. 

The previous few years 
had been hopeful. The end of 
the war and the Dayton 
peace accord in late 1995 
were followed by the entry' 
of Croatia into the intema- 


the central bank in the early 
months of the year. Alarm 


its forecast for 1999 to 
growth of between 2£ and 


bells sounded, as the size of 2^ per cent, while the gover- 


the current account deficit 
rose to an unsustainable 1 2 jB 
per cent of GDP in 1997, trig- 
gering fears that the stabil- 
ity of the currency would be 
undermined. 

The exchange ratB, which 
in practice shadows the 
D-Mark, has been a corner- 
stone of the central bank's 
successful monetary policy 
in recent years and has 


nor of tbe central bank sug- 
gests that growth could slow 
further to below 2 per cent 
“1999 will be a very uncer- 
tain year," says Mr Skreb. 
He suggests that the oppor- 


often through opaque priva- 
tisation deals and heavy bor- 
rowing, are beginning to 
unravel. Imprudent credit 
policies and large-scale lend- 
ing to connected parties 
have already played a big 
part in tbe collapse this year 
of the fifth and sixth Largest 


tunities for foreign borrow- banks in Croatia. 


Ing by Croatian entities will 
remain limited in the wake 
of the Russian crisis. The 
growth in foreign earni n gs 
from tourism remains disap- 


tional financial markets, one of the lowest rwes m 
Recovery was aided by the Tuflation Of any of foe trtrnsi- 


helped Croatia to achieve pointing, while government 
one of the lowest rates of hopes of fi nanci ng the bud- 


set Element of Croatia’s share 
of the debts of former Yugo- 
slavia and the- granting of 
investment grade credit rat- 
ings by the leading ratings 
agencies. Bui the party’ has 
ended prematurely amid the 
crisis in -global emerging 
markets. 

While the finance ministry 
continues M make optimistic 
forecasts about prospects for 
1999. an election year, other 
institutions in Croatia are 
less sanguine. Following 
three years from 1995 to 199? 
in which gross domestic 
product increased by more 


thm economies of central 
and east Europe. Unfortu- 
nately. the macroeconomic 
stabilisation has not been 
matched by transparent 
enterprise restructuring and 
reform. 

There- has been some 
depredation of the kuna, the 


get and the current account 
through a big jump in for- 
eign direct Investment 


“Some companies will 
have to go bankrupt and 
some of the corporate 
empires will have to dispose 
of holdings," says Mr Miljen- 
ovic. 

As a result of the eco- 
nomic squeeze, however, the 
government has been forced 
to return to the reform 


remains dependent on ambl- agenda, where Croatia has 
tious privatisation targets, been lagging behind otber 
most importantly the sale of countries in the region, no i 
stakes in the Croatian tele- least in privatisation. 


corns utility and three state- 
owned banks. 

A source of concern is the 


Croatian currency, against rise In inter-company 
the D-Mark -during the arrearslas Croatian compa- 


Thft government is relying 
oh a Mg jump in privatisa- 
tion revenues to help bal- 
ance the budget next year. 
With an election looming, 
the pressure to meet the 
tight sell-off timetable will 


for autumn; but the fall has . ntes suffer from an increas- the pressure to meet the 

Zrther been contained by deter- ing lack of JJquSdity, which tight sell-off timetable will 

SS* JfiiSwtn VrMtiaare mined interventions by the in many cases is leading ..be great - there will be little 

institutions m 'central bank- * enterprises to resort to ba* appetite for the alternative 

SEitaJm According- to tbe- latest ter trading, - “There are de- of tightening fiscal policy so 

SSs domestic central -hank forecasts the' ments of a credit crunch,” dose to tbe polls. 

bv more current -account deficit has; ; says ,2&rko Mljenovic, chief “We should profit from 

product .increased y to between 7 and 8 per economist at Zagrebacka this crisis and not cry about 

than b per cent *5 cent of GDP. this year,. and Banka. "The banks .are it," says Mr MBjenovic. “We 

avcrafP, grw*n Skreb suggests optimist!- becoming risk-averse. They should push reforms faster 

tu between 3 decline know that those companies and pat the brakes on the 

in 199S. acoordmg fo Bather to 6 per cent in 1999. that are pushing for credit . economy. We cannot catch 

Skreb. governor a tne Behind the improvement Bes .arejyrobably the ones in the up with western living stan- 
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year has boon choked off 
both by the' increasing tur- 
moil in emerging markets, 
which has made foreign fin- 
ancing- much more difficult 
and more ‘expensive, am as 
a result of actions taken b> 


iane of imports, and some 
modest growth in exports. 

In sharp contrast with 
finance ministry forecasts of 
e rise in-GDP next year of 
around ' 5 per cent, Zagre- 


worst shape." 

Bankruptcy proceedings 
do not function properly, 
wiUi tong delays and inexpe- 
rimeein the dmrts .as well 
as political obstacles. But 
some of the private groups 


backs Banka, the leading boiK-up to the early years of 
Croatian bank.* bas towered Croatian independence, 


- darts to two or three years. 
In 1997 there was a boom, as 
.people got rid of their war- 
time frustrations, and credit 
was provided by world finan- 
cial markets. Now there is a 
-world crisis and we must 
live ’.with that. This saber- 
ing-up is welcome.” 
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PRIVATISATIONS by Vincent Boland 


Trick to extend a 


short success story 


With the rate of state divestments due to increase, debate is 
heated about how much power should be ceded to foreign hands 


If Croatia's attempts at 
privatisation won* judged 
solely on the notation of 
Pliva, the country's and the 
Whole region's biggest phar- 
maceuticals group, they 
would haw to bo regarded 
as a resounding success. 
Pliva is one or only a hand- 
fid of companies from cen- 
tral and eastern Europe to 
have secured u fan club of 
international investors, 
reinforced by its listing on 
the London Stock Exchange 
and a market capitalisation 
in excess of Slbn. 

Rut apart from the success 
of Pliva, and a second inter- 
national offering fur Zngre- 
backa Banka, the main Cro- 


atian hank, which also has a 
London quotation, the coun- 
try has until now made little 
progress In extending priva- 
tisation to other sectors of 
the economy, and the state 
still accounts for about half 
of gross domestic product. 
This lock of private sector 
influence, which is the result 
of a dearth both of foreign 
investors and of anything 
suitable for them to buy. 
means domestic industry 
has had very little incentive 
to restructure. 

Now that a tentative peace 
has taken hold in the Bal- 
kans, however, the govern- 
ment is finally getting 
around to the issue of more 


extensive privatisation. 
There is no doubt that offi- 
cials profess a commitment 
to privatisation, and a 
glance at Croatia's high cur- 
rent account deficit would 

suggest there Is every incen- 
tive to proceed and move the 
country closer to the centre 
of foreign investors* radar 
screens. 

There is some disagree- 
ment among officials as to 
how much foreign invest- 
ment Croatia has attracted 
over the past five years. The 
Croatian Investment Promo- 
tion Agency claims inflows 
have amounted to Sl-8bn 
since 1993. Whatever the 
present figure, next year's 


budget anticipates substan- 
tial sums from, privatisation, 
to ensure the books are bal- 
anced. 

The government has 
already announced plansfor 
the sales over the next few 
months of three important 
commercial banks and, more 
significantly, of the telecoms 
operations of HPT, the state- 

owned post and telecommu- 
nications utility. It has ten- 
dered for advisers to arrange 
the sales of the banks - Pri- 
vredna Banka Zagreb, 
Rijecka Banka and SpUtska. 

T fo m to i- 

“We want to see strong 
foreign Investors acquire 
and recapitalise these 
banks," says Marko Skreh, 
governor of the Croatian 
National Bank, who appears 
reasonably confident that 
the sales will go ahead even 
though a decision has yet to 
be taken on the controver- 
sial issue of whether the for- 
eign Investors should 
acquire control. “We have 
not worked out all the 
details of privatisation, hot 
what is important is our 


commitment [to sell]” he 
says. 

An attempt to launch ini- 
tial public offerings for the 
three banks faltered earlier 
this year because of a politi- 
cal row, however, and the 
question of control could 
prove a stumbling block. 
There is also the issue of pri- 
cing 'r foreign bankers In 
Zagreb say the government's 
expectations might be unre- 
alistic. “There are real rea- 
sons to think these are going 
to be difficult transactions," 
one banker observes. 

The sale of a stake in the 
telecoms utility presents an 
altogether tougher chal- 
lenge. While telecoms and 
the post office are to be split 
formally from January l 
next year, pa rVfoTnwrt must 
still pass legislation to 
approve the "priv at isa tion of 
the company, according to 
Timnir Ostovii, assistant pri- 
vatisation minister. The deal 
Is Ukely to Include a sub- 
stantial degree of manage- 
ment control for the inves- 
tor. But the government 
faces a huge task if it wants 


to cnm piAta the sale during 
next year. . 

Borislav Sfcegro, finance 
minister, has earmarked 
4.4bu of privatisation 
revenues for inclusion In 
next year's budget, much of 
which will have to come 
from the sale of toe telecoms 
stake. ' He says the govern- 
ment will seek a strategic 
partner and also secure a 
stock market listing for tele- 
coms. But given the logistics 
of privatising a telecoms 
monopoly, which requires an 
effective regulatory body to 
be Installed and enormous 
time devoted to due dili- 
gence by any potential inves- 
tor, the sale of the company 
is far from certain within the 
planned timetable. 

Another potential candi- 
date for privatisation is IN A, 
the state ofi company. Deut- 
sche Bank is advising on the 
deal, which Mr OstoviC says 
is "feasible” in 1939. "The 
company is for better pre- 
pared for privatisation than 
many others," he says. 

Tn the meantime, however, 
the government Is nearing 


completion of another aspect 
of Its sell-off programme 
through a voucher privatisa- 
tion scheme similar to the 
one adopted in the Czech 
Republic- The Croatian 
voucher scheme is much 
more modest than the Cz e c h 
model, however, and was 
aimed exclusively at ‘'vic- 
tims of the patriotic war” - 
some 226,000 people. 

Under the scheme, stakes 
with a nominal value of 
roughly $2bn in 471 formerly 
socially-owned companies 
were allocated to investment 
■ funds which 'will be listed on 
the Zagreb Stock Exchange 
early n*** year. The job of. 
the funds Is essentially to 
mnwHgt* their investments 
actively so that the value of 
the funds’ shares on the 
market Increases. la princi- 
ple, the. funds have a good 
opportunity to create real 
value for their shareholders, 
and the hope is that the mis- 
takes that arose in the Czech 
model - which resulted In 
the most extreme cases- in 
the looting of assets by cor- 
rupt investment managers - 


can be avoided. 

. 1116 portfolios represent a 
cross-section of the Croatian 
economy, although a groat 
deal of consolidation will be 
needed to streamline them, 
both In order to raise cash 
and to ensure capital appre- 
ciation. The average stake 
held by the funds in each 
ppmpany is 29 per cent and 
each fund is dominated by 
one or two holdings. The 
funds have interests in key 
sectors such as tourism, 
industry, chemicals, food 
and agriculture, and trading 
companies. 

Smaller-scale privatisa- 
tions, particularly in the 
tourism and hotel sectors, 

axe expected to con tin u e 
apace, although regional 
rivalries tend to complicate 
transactions. Vanja .Kal- 
ogjera, executive director of 
the investment promotion 
agency, points to South Afri- 
can, US and Spanish Invest- 
ment in the hotel sector 
along the Istrian coast and 
notes that local hostility to 
foreign Investment is dimin- 
ishing day by day.” 


BANKS by Vincent Boland 


Rehabilitation 


offers hope 


The promise of fresh sell-offs and better 
regulation could pull banking out of a hole 



These arc not the best of Zagrebacka Banka, the 


times fur Croatia's banks, main Croatian commercial 
Many of them are hi rehabil- bank, and PBZ dominate the 


Ration, some have disap- sector. The former, which is 
pea red, criminal charges are privatised and has a listing 


pending in some cases on the London Stock 
against rogue executives. Exchange, has assets of 23bn 


and few have the resources kunas. while PBZ has assets 
to lend to cash-starved Cro- of about I7bn kunas. They 


atian industry. 


are also the only truly 





PENSIONS by Kevin Done 


Reformers bite the bullet 


i 


With the number of pensioners not far short of the number of working people, 
something courageous had to be done to amend the old system 


But things may be looking national banks in what is a 
up. for some of the banks at heavily regionalised indus- 


Icast. Plans are afoot to prl- try structure, with the ccon- 


Mnko Skreb is keen for foreign investment In the privotiMd banks 


vatisc three of them 


orales of Croatia's counties 


vredna Banka Zagreb tPBZ), often inextricably tied to 
which operates nationally, the fates of local 


and the Splitsku and Rijecka bunks. 


banks, which are based in Problems among the bonks 


the regions of Split and run deep, and have required 
Rijeka respectively and are a great deal of taxpayers’ 


key players in the local econ- 
omics. 


money to solve them - up to 
STbn since 1991. according to 


Marko Skreb, governor of Mr Skreb. Four Croatian 
the Croatian National Bank, banks, including the three 


says he hopes strong foreign earmarked for sale, are at- 
banks wilt agree to buy the end of a World Bank- 


stakes in those three institu- sponsored process of 
turns and help recapitalise restructuring that became 


them. And while cuutrol and necessary when problems 
foreign ownership are sensi- inherited from former Yugo- 


live issues, the sales look Slav la proved not to have 
hkelv to go ahead some time been properly addressed and 


next year, barring lurther threatened to bring down 


problems in the sector. 


Mr Skreh Insists, however, kite 1995. 


the entire banking system in 


that piM and present diffi- 
culties do not pose a sys- 


The "rehabilitation" pro- 
cess. us it Is known, was a 


tonne risk "1 do not agree condition of Croatia's wm- 


th.it there is a struct lira 1 ning a structural adjustment 


weakness in the hanking limn Tram the World Bank, 
svstem." he says. ‘The cure and officials believe it is 


u! the banking industry m working as planned. 


Cr.iati.i is si mini. Mon* tliun 
mi per cent of the total hat- 
anre sheets ol the banks 
{which amounts lu Hlilm 


The European Rank for 
Reconstruction and Develop- 
ment and Hypo Bank of 
Austria have just acquired a 


kunas I is reasonably sound :ia per cent stake m Shvnn- 


e\en at the most rniiservu- 
live c>li mate “ 


ska Banka, signalling the 
latter's emergence from 


the revival process. 

If Splitska and Rijecka are 
sold, further progress will 
have been made, although it 
is a matter of debate as to 
whether popular faith will 
have been restored in the 
Croatian banking system. 
“Bank rehabilitation baa 
been done and accepted on 
the basis of a promise to the 
Croatian people by the gov- 
ernment that banks will not 
get into trouble again," says 
a foreign banker In Zagreb. 
“There is a great deal at 
stake in the process, and it 
needs to succeed." 

It will not solve all of 
Croatia's banking problems, 
however. The two cases that 
have caused most problems 
arc those of the Dubrovacka 
and Glumina hanks. Dubro- 
vjeka's problems were due 
to excessive exposure to toe 
hotel and tourist industry in 
the Dubrovnik region, which 
has failed to recover from 
the effects of the war. Some 
executives uf the bank 
are due to face legal 
action. 

The more serious is the 
caw nf Glumina. a rogue 
bank that exposed deep 


flaws In toe system of bank 
supervision, which is theo- 
retically the responsibility of 
the central bank. Most of the 
executives that got Glumina 
into trouble in the first place 
- through reckless lending 
to associated companies - 
have recently resigned, and 
new legislation will give the 
CNB much more power to 
intervene in any similar 
cases. 

The new banking law 
seeks to hand the initiative 
in banking supervision bade 
to the CNB. and it is due to 
be enacted by the start of 
next year. It would allow the 
central bank to appoint a 
receiver to Glunnna, which 
has racked up losses of at 
least ibn kunas, roughly 
twice its capital base, 
according to CNB estimates. 

Some western bankers In 
Zagreb, notably the Ger- 
mans. had their fingers 
burnt by the Dubrovacka 
and Glumina episodes. They 
complain that rescue 
attempts favour local credi- 
tors - a claim denied by the 
CNB and the government - 
and are pressing to ensure 
equal treatment. 


From the beginning of 
January, the r e tirement -age 
in Croatia win begin to rise 
steadily, as the first stage of 
the controversial reform of 
the country's pension sys- 
tem begins to bite. 

As in much of Europe, the 
future burden of Croatia's 
current pay-as-you-go 
(PAYG) pensions system 
would become impossible to 
finance if the systen were 
left unchanged. 

The country is therefore 
undertaking far-reaching , 
reforms, which could both 
ease the pressure on the 
budget in the long term amt 
transform Croatia's, fledgling 
capital market by creating 
for the first time a pool of 
long-term savings. 

The initial reforms of toe 
first pillar of the PAYG pen- 
sions system ..were approved 
by parliament in July. The 
second stage of the complex 
legislation to set up private 
pension funds is currently 
before parliament and is due 
to be approved in January. 

If the process goes as 
planned, the new laws wifi 
open the way for the first 
private pension funds in 
Croatia to start operating In 
January 2000, ushering in a 
new era in the development 
of the capital market and 
pushing the country to the 
forefront of pensions reform 
in central and east Europe. 

The reforms are urgently 
needed. Croatia has one of 
the highest dependency 
ratios In the world, with as 
many as 949,000 pensioners 
and only 1.4m active work- 
ers. The average age of pen- 
sioners Is very low by inter- 
national comparison at 


below 55 years of age, there 
is hi g h life expectancy, «mt 


turns would have almost to 
double from the present 21.5 


toe number of < those frrxtwtog per cent payroll tax to 35 per 
disability pensions; at cent by 2035 in order to 


around SOOfrOO (the equiva- maintain present pension, 
lent of -IB per cent of the benefits, says Zoran Anusic, 


workforce), is also_ much senior economist at -the 


M g4i»r thaw the interim- World Annie res iden t mission 


tionaT average of 10 percent , . in Zagreb and former assis- 
' Tbfe. distortions axe {tartly T tant minister of finance, 
the. legacy <of '..Croatia^ > r The value, of the old age 
involv^£xit in>four years^aft r-Pfmsion has fallen to around 
war in ftffiOK-Yugoslavto, 50 per cent of the . average 
but toey.Saye.jateo resulted^ tyage ip. Croatia to 1,380 


from thel ftbealj Use of the 'ikunatS, (3219}. a .month, as a 
. T V ; ‘V.^dstitt^of; eajrions being 
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pension system to cushion 
the pain of economic 
restructuring, with many 
companies taking advantage 
of generous early retirement 
provisions to reduce their 
workforces. 

According to the European 
Bank for Reconstruction and 
Development, expenditure 
by the state pension fund 


^tfsult ^qf; cam o ns being 
^fodeXedto the rate 'of infla- 
' tioH fafhey than to wages 
J since 1933; ibid strategy has 
" been Utterly, contested by 
pensioners' organisations, in 
. the constitutional court. 
Future indexation will be 
based SO per cent or wages 
and 50 per cent on inflat ion. 

. The reform .of the test pil- 
lar gradually raises the 
■retirement age Tram ^ .to £5 
fin- men and from 55 to. 60 for 
women. Other, changes will 
make the option.. of early 
retirement much less attrac- 
tive, and pension levels will 
be reduced by basing calcu- 
lations on the average of 
whole career earnings rather 
than on the 10 best years as 
at present 

The operating and regula- 
tory framework for the pri- 
vate funds will be estab- 
lished by farther legislation 


has grown from 9 per cent of due to be approved by the 
gross domestic product in end of January. It will 


1994 to 13 per cent in 1997. 
Pensions are funded chiefly 
through a payroll tax but 
direct transfers from the 
budget are rising to caver 
the gro wing funding mm . 

If no action were taken to 
reform the system, contribu- 


te come mandatory for all 
those aged under 40 at Janu- 
ary l 2000 to begin to con- 
tribute to privately managed 
pension funds. Those aged 
between 40 and 50 can wiakfr 
the move voluntarily- . 

The 215 pa- cent payroll 


tax will be split by cutting 
the contribution to the 
PAYG first pillar to 16 per 
cent, with a levy of “at 
least" 5 per cent being 
switched .to Individual 
accounts in private funds. 

It is expected to cost the 
budget around 2 bn kunas 
(5320m) a year, or 1.5 per 
cent of GDP. as workers 
switch a quarter of their 
monthly contributions to the 
private tends. Loans from 
the World Bank will soften 
the impact in the first year. 
“This is the only way to 
solve the pensions problem 
in the long term with indi- 
viduals taking on more 
responsibility for saving for 
their old age.” says Mr Anu- 
sic. 

Considerable interest from 
potential fund managers is 
being generated from 
abroad, and under the pro- 
. posed legislation there: will 
be no limit on foreign partic- 
ipation in fund management 

Foreign and domestic com- 
panies wishing to become 
pension fund managers will 
have to have a minimum 
capital base of 40m kunas 
(36.3m) and will have to 
attract at least 80,000 mem- 
bers. There will be some 
investment restrictions (see 
table). 

“The pension reform is 
essential for the develop- 
ment of toe capital mariret,” 
says Franjo Lukovlc. chief 
executive of Zagrebacka 
Ranha . the leading Croatian 
bank. “Without it, the devel- 
opment of domestic institu- 
tional investors would be 
very difficult It is the single 
biggest hope for the capital 
market.” 
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is a leading Croatian 
meat processing company 


For many yearn now we have met die challenge of 
some of the world’s most demanding markets, 
including that of the United Stares. At present, 
thanks to continuous technological progress and 
resulting gains in productivity, we have spare 
productive capacity. - 
We are currently looking for 
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■ institutional distributors for our wide range of 
products in the USA 

■ strategic partners & investors, interested in 
industrial co-opebtkm aixl ownms^ 

Should you be in any of the above-mentioned 
categories, please contact ns at the following 
address 
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In ibis way, we supply the best service and support for all 
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y EW TURE CA P jJAL by Vincent Bntanri - : 

Cash shortage 

The absence of free capital is hampering corporate investment 


Scarcity of investment 
capital is a serious problem 
across eastern Europe but 
few countries have suffered 
as Croatia has in the past 
few years from the reluc- 
tance of foreign investors to 
put money into the country 
and the inability- of domestic 
banks to finance domestic 
industry. 

TTie price stability Croatia 
has enjoyed for the past five 
years has been achieved by 
anchoring the kuna to the 
D-Mark. But to maintain a 
fixed exchange rate has 
required a very restrictive 
monetary policy. This has 
led to a chronic liquidity 
squeeze. Economists com- 
plain that the problem has 
been exacerbated this year 
by the introduction of value 
added tax, which hay forced 
local companies to devote 
more resources to paying 
bills than to investing for 
the long term. The need for 
investment capital is there- 
fore critical. 

Slowly and carefully, for- 
tunes may at last be chang- 
ing. The first venture capital 
ftmd devoted to investing in 
Croatia Is preparing this 
month to sign a contract to 
make its first investment in 
a Croatian firm. Adriatic CP, 
set up at the end of last year 
to provide equity capital to 
small and medium-sized 
(SME) Croatian businesses, 
has already attracted 523m 
from a group of interna- 
tional investors, including 
the European Bank for 
Reconstruction and Develop- 
ment Erste Bank in Vienna, 
and Zagrebacka Banka, the 
largest of Croatia's commer- 
cial hanfca, 

_ Ante Cicin-Sain, the for- 
mer Croatian diplomat who 
is Adriatic's executive chair- 
man, says the international 
Finance Corporation, the pri- 
vate sector arm of the World 
Bank, is considering adding 
a further )5m to the compa- 
ny's capital pool. Adriatic 
also has an agreement with 
Advent, the international 
venture capital group, to 
work together on big pro- 
jects. 

Mr - Cicin-Sain gives a 
gloomy assessment of- the 
■present state of- health - of 
Croatian enterprise. The 
liquidity squeeze, he says. 


has left it gasping for air. 
“There is very little Area cap- 
ital in the economy, and 
companies are forced, to pay 
each other out of working 


ties that might lead to fur- 
ther investment there. 

Two other sectors where 
Adriatic sees potential are 
tourism and forestry. Croa- 


capital, if they pay at an,” he tia, with its spectacular 
says. The inability to invest, coastline, used to be a haven 
and to borrow for the longer - for tourists -- Spain for east 
term, has left Croatian com- - Germans, as it was once 
- panies seriously vulnerable dubbed - and the country is 
to foreign competition. Mr still one of the most densely 
Ctciii-Sain believes that forested in Europe. The war, 
when foreign investment' of course, hurt the tourist 


-begins to arrive in a signifi- 
cant way, the domestic econ- 
omy will be hurt badly 
unless there is a serious 


Industry badly. Heavy 
investment wfl] be needed to 
turn once-thriving but basic 
resorts into the type of up- 


attempt to restructure Indus- market destinations that 


try. 

Adriatic's ambitions are 
modest, but it is pushing at 
an open door within Croatia, 
ft wants to Invest in compa- 
nies where it can support 
rapid organic growth, typi- 
cally putting up between 
$500,000 and $3m in a capital 


would attract a wealthier cli- 
entele eager to spend money 
exploring Croatia’s remark- 
able architectural heritage 
and myriad islands. 

Croatia's forests offer - bet- 
ter opportunities, Mr Cidn- 
Sain believes - not for tour- 
ism. but for industrial dervel- 


in crease for stakes of 10 per opmenL The sector is still 80 
cent to 49 per cent of the per cent state-controlled but 


target It expects to remain 
committed for up to four 
years before agreeing an exit 
strategy with management 
and - other shareholders. ” 
Adriatic's first opportunity 


about 20 per cent of forests 
were sold to local managers 
or private companies that 
did not have tbe means to 
invest in them. Adriatic 
executives say the potential 


to employ its strategy isr of the sector lies in develop- 
through its forthcoming tog and exporting a range of 
investment in Microlab, a value-added products such 
software company that Mr as veneer, plywood and par- 
Cicin-Sain says typifies qoet to markets In the Euro- 
much of Croatia's SME sec- pean Union and the US. Tbe 


tor. It was set up after the 
foil of communism but -was 
forced to sit out the Yugo- 
slav civil war, which was 
disastrous for the Croatian 


company is talking to “seven 
or eight companies we con- 
sider to be potential targets”, 
Mr Cirin-Sam says. 

Adriatic currently has the 


economy. Now that a sort of field for venture capital to 
peace has returned, and a Itself to Croatia. However, a 


sort of prosperity can be 
found in the streets, the 
company is eager to develop 
further, hence the Invest- 
ment by Adriatic. 


group of bankers formerly 
with CAIB in Vienna and 
Zagreb have recently set up 
Vienna Capital Partners to 
pursue opportunities in what 


Adriatic estimates that many observers believe is an 


there are some 1,700 soft- 
ware companies in Croatia, 
of which ^‘abont 50. includ- 
ing Microlab, are serious 
players”, Mr Cirin-Sam says. 
Because of the war, “Croatia 
is three or four years behind 
other countries in the 


overdue shake-out of Cro- 
atian industry as it tries to 
escape the country's liquid- 
ity problems: 

If the arrival of venture 
capital, albeit on a tiny 
scale, begins to reap 
rewards, bankers say it 


region, so it needs to invest could pave the way for a 
a lot in information teefanri- reassessment of Croatia 
ogy. Structurally, it Is an among foreign investors, 
important element of the That might at last lead to an 


economy". The sector is one 
of the key areas where the 
-cbmgiany expects -to be 
actively involved, and is 
examining other apportion- 


acceleration of foreign 
investment, which will be 
the country's main hope, for 
investment capital over the 
next few years. ' 


Our heart 
is still 

in the valley, 
our plans... 
a bit higher. 
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CASE STUDY 

PR1VREDNA BANKA 


Cautionary sale 

PBZ is making careful sell-off preparations 


Bozo Prka, chief executive 
of Prfvredna Banka Zagreb 
(PBZ), believes that a .< 
substantial stake in the 
bank, the second largest in 
Croatia and the biggest 
state-owned bank, can be 
privatised during 1999. 

The winner of an 
international tender by the 
Bank Rehabilitation Agency 


for a financial adviser to 
prepare the sale should be 
announced shortly. The 
ambitious rim is to finalise a 
deal by the end of June 
despite the continuing 
financial turmoil in emerging 
markets. 

The state currently holds 
91.3 per cent of PBZ, and 
officially the government is 


seeking to retain a majority 
stake of 50 per cent, plus 
two shares. 

Marko Skreb, governor of 
the Croatian National Bank, 
is keen that the state should 
not exdude the option of 
selling a majority stake, 
however, and Mr Prka, who 
was Croatian minister of 
finance between 1994 and 
1997 before becoming PBZ 
chief executive early this 
year, says that the sale of a 
majority stake “could 
happen if there is a serious 
investor*. 

The bank’s management, 
which has been completely 
reorganised since PBZ went 
into rehabilitation at the end 
of 1996, is in favour of 
privatisation, says Mr Prka 
“If there is a credible 


Investor that can bring in 
added value to the banking 
sector in Croatia, that will be 
taken seriously. Then it Is 
reasonable to discuss the 
safe of control." 

Mr Prka is hopeful that the 
entry of a strategic foreign 
investor can help Privredna 
regain its former status of 
market leader in Croatia. 

The bank was originally 
created to serve the needs 
of the largest state-owned 
enterprises, which were also 
its main shareholders and 
the source of its burden of 
non-performing debts. 

It still counts HEP, the 
Croatian power utility, and 
INA, the state-owned oil 
company, as its biggest 
customers. Together, they 
account for around 25 per 


cent of its loan portfolio. 

But Mr Prka says that the 
bank has changed its 
strategy to concentrate more 
on export industries, retail 
customers and on small and 
medium-sized enterprises in 
order to diversify its risks. 
The bank Is planning to be 
much more cautious in 
expanding its Fending next 
year in the face of the 
expected economic 
slowdown. 

PBZ still faces difficult 
times as it rationalises the 
branch network. The number 
of employees is currently 
being reduced from 3,500 to 
3,100, and should fall again 
to 2,700 during the next two 

years. 

Kevin Done 


CAPITAL MARKETS by Vincent Boland 


Still struggling in the shallow end 


A lack of market depth is discouraging international investors 


The Zagreb Stock Exchange, 
tucked away in an obscure 
apartment block to the sub- 
tubs, Is struggling to estab- 
lish itself as a central plank 
of Croatia’s capital markets. 

Most trading in its main 
listed companies, the phar- 
maceuticals group Pllva and 
Zagrebacka Banka, takes 
place in London, where they 
have a listing, and with only 
six folly listed companies - 
the sixth, the agribusiness 
group Podravka, joined this 
month - there is little to 
entice foreign Investors, 
whose presence is essential 
to create momentum on the 
bourses of central and east- 
ern Europe. 

Martoko Papuga, exchange 
chief executive, says Cro- 
atian companies remain gen- 
erally unwilling to open 
their hooks to the scrutiny 


required of a full listing and 
also fear being taken over if 
their shares become freely 
tradeable. He also admits 
that 199S will be a poor year 
for stock exchange turnover, 
which is Ukely to he SI per 
cent below the 1997 figure of 
$340m. 

“My guess is that interna- 
tional investors are fed up 
with having only Pliva and 
Zagrebacka. and they would 
like more,” Mr Papuga says. 
Foreign portfolio investment 
has slumped to just $300,000 
to the second quarter of this 
year, compared with $172m 
to. all of 1997. The Crobex 
index, meanwhile, has fallen 
back, along with other 
emerging markets, to around 
700 from about 1,060 at the 
start of the year. 

A crucial factor in the 
marginalisation of the 


exchange is that Croatia 
does not have a developed 
domestic institutional inves- 
tor base. The investment 
funds created by voucher 
privatisation, whose shares 
will soon be listed on the 
exchange, may yet become 
active traders of the shares 
in their portfolios, but a 
more substantial investor 
base may have to await the 
government’s pension 
reforms. 

For now. says Mr Papuga. 
the exchange is specifically 
targeting companies in tbe 
tourism sector for listings, 
and is hopeful that plans to 
privatise the state-owned 
telecoms operator and the oil 
company, INA, will result in 
local stock market listings. It 
is also possible that stakes 
to some of the banks cur- 
rently being prepared for 


sale might end up on the 
market 

The rest of the capital 
markets are looking weak. 
Bankers say the interbank 
money markets in August 
were turning over only 
DMiOm daily, making even 
modest transactions diffi- 
cult. “Companies and banks 
have to plan days and often 
weeks to advance to ensure 
that payments are made on 
time.” says a frustrated 
western banker to Zagreb. 

The main sources of capi- 
tal are therefore Lhe interna- 
tional capital markets. Croa- 
tia launched its $300 m 
benchmark eurobond Issue 
in February last year on the 
strength of its Investment 
grade ratings (BBB- and 
Baa3). Borislav Skegro. 
finance minister, says there 
are no plans for other imme- 
diate borrowings beyond any 
refinancing required. 


However, some Croatian 
companies are preparing to 
follow the government into 
the global debt markets. 
Pliva announced earlier this 
montb that it had gained 
access to the euro commer- 
cial paper market, signing a 
contract with a syndicate of 
banks. led by Bank Austria 
Creditanstalt. The mandate 
will allow Pliva to issue up 
to $i00m of commercial 
paper. It will mark the com- 
pany's first foray into the 
international debt markets, 
and bankers say it could per- 
suade others to do the same. 

Few potential borrowers 
have Pliva's track record, 
however. They will continue 
to depend on the domestic 
banks, which have begun 
tightening up their lending 
practices under central bank 
supervision after some got 
their fingers badly burned to 
a series of bank failures. 
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WAR DAMAGE by Kevin Done 


Reconciliation the key to reconstruction 

International financial support for rebuilding will not be forthcoming until the government speeds up the return of refugees and displaced persons 

t iS ie ta n toa t aa to - tfwlfatfa^war • ' 


Four years of war triggered 
by the collapsp of farmer 
Yugoslavia have left a heavy 
legacy in the Balkans, not 
least in Croatia. 

As one cif the protagonists 
in I he rwiflicf. the country 
continues in struggle in the 
face of the need to recon- 
struct the war-damaged 
areas and to reintegrate and 
resettle the hundreds of 
thousands of refugees and 
displaced persons forced 
from their homes by the 
fighting. 

The reconstruction task 
remains formidable, not 
least because (he country is 
simultaneously confronting 
the same elLillenpe uf transi- 
tion from a communist to a 
market economy that is 
being faced across the region 
of central and east Europe in 
countries unburdened by 
recent wars. 

Two weeks ny,o the Cn> 
nrian government presented 
a powerful case to the inter- 
uatiun.il community fur 
increased financial assis- 
tance in the reconstruction 
effort, but its overtures have 
been received cautiously by 
western governments. 

The international commu- 
nity believes that it has 


already done much to aid 
Croatia, for which it feels it 
has won little recognition in 
Zagreb, it argues that 
increased assistance can 
only be provided in return 
tor the government under- 
taking much more deter- 
mined efforts in three areas: 
accelerating the return of 
Croatian Serb refugees and 
other displaced persons to 
their homes; improving dem- 
ocratic institutions; and 
assisting more positively in 
the implementation of the 
Dayton peace accord in 
neighbouring Busnia-Her- 

cegovtno. 

Tile fact that the confer- 
ence took place at all was a 
mark oF progress. At the 
beginning of this year the 
European Union was still 
threatening trade sanctions 
against Croatia because of 
its kick of co-operation. But 
rfae meeting was much less 
than the donor conference 
Ziigreb originally hoped for. 

The needs remain great. 
Jure Radic, vice-prime minis- 
ter and minister for recon- 
struction and development, 
outlined a S£5bn programme 
over five years for housing 
reconstruction alone. His 
plan excluded the funds 


needed for de-mining as well 
as for agricultural and eco- 
nomic development. 

The Croatian government 
maintains that damage 
caused directly and indi- 
rectly by the war totals more 
than S50bn. 

As much as 10 per cent of 
the Croatian housing stock - 
more than 170.000 homes and 
apartments - was destroyed 

Croatia maintains 
that war damage 
amounts to more 
than $50bn 


or damaged. The damage to 
public utilities and social 
infrastructure is estimated 
at &L2bn. while the lass in 
economic output from 1981 
to 1996 is estimated at 
SSLabn. At the height of the 
war there were more than 
1 . 2 m refugees and displaced 
persons. 

Among the biggest obsta- 
cles to the reconstruction 
and regeneration of the war- 
damaged areas of the coun- 
try are uncleared minefields 


and unexploded ordnance. 
Suspect areas cover 10 per 
cent of Croatian territory, 
with about 6.000 square kilo- 
metres contaminated with 
an estimated im landmines 
and other explosives. Only 
around 40 square kilometres 
have been cleared of 
so tor. 

A huge task remains with 
the government estimating 
that total funds required for 
all mine clearance activities 
in Croatia amount to about 
S 2 bn. 

Despite the scale of its 
problems. Croatia is makin g 
only slow progress to win 
more international financial 
assistance. 

Austria’s Gerhard Jandl, 
the representative of the EU 
presidency at the reconstruc- 
tion conference, says EU 
member states and the Euro- 
pean Commission have spent 
more than EcuSOOm in the 
past seven years In Croatia 
on humanitarian aid. assis- 
tance for physical and eco- 
nomic infrastructure, remov- 
ing mines, refugee return 
and democrafisation. 

Mr Jandl insists that the 
primary responsibility for 
reconstruction and develop- 
ment rests with the Croatian 


government and says that 
“reconstruction assistance 
must benefit all persons who 
suffered from the war”. 

"Oar assistance has one 
main goal: the facilitation of 
return of aB displaced per- 
sons and refugees to their 
homes, be it Croatian Seths 
abroad or in Croatia, or eth- 
nic Croats who desire to 
return to their homes in 
Croatia or Bosnia-Hercego- 
vina." 

“In 1997 and 1996, returns 
started In modest numbers; 
1999 must be the year when 
sustainable return, particu- 
larly the return of minori- 
ties. wiD take place in mean- 
ingful numbers in all areas 
of the former Yugoslavia.” 

The US is encouraging 
potential donors to Croatia 
to assist only those areas 
and communities demon- 
strating a firm commitment 
to ethnic reconciliation. 
According to William Mont- 
gomery, US ambassador in 
Zagreb: “The degree of sup- 
port Croatia can expect from 
the international community 
is entirely linked to the 
degree to which Croatia 
embraces the idpais of the 
international donor commu- 
nity.” 






Stock 

€XCHANGE 


llu' London Stock Exchange is leading the way to euro with the worlds first ever depositary receipt listing based on 
the new currency. Congratulations to Zagrebacka banka on its listing of euro depositary receipts (EDRs), and to 
Salomon Smith Hame\\ Bankers Trust and Clifford Chance who made it possible. Zagrebacka banka’s London listing 
means global access to capital on the world's most heavily traded international equity market. To find out haw the 
London Stock Exchange could help your company grow, call us on +44 171 334 1132, or fax us on +44 171 334 8954. 


Zagrebacka banka £?? 



London stock exchange 
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Tycoon 
ploughs the Ian 

The Todoric family is determined to t 
Croatia's first $1bn private company 


Croatia’s rich agricultural 
land was once part of the . 
bread basket of former 
Yugoslavia. Now, after the 
dislocation of the war years 
and the monetary squeeze 
that has left much of the 
-fSourrtjy's 
agribusiness is 
strengthen its posttkxfas 
one of the country's - • 
strongest industries. ‘ 

Since independence, the 
sector has gradually 
coalesced into a number of 
privately run conglomerates, 
of which Agrokor, owned by 
the Todoric family, is one of 
the most important This 
substantial company, run 
from discreet offices in the 
centre of Zagreb, is one of 
the toys to the success of . 
the agribusiness sector and 
will be doseiy watched as it 
evolves. 

Ivica Todoric, Agro tor’s 
47-year-old president and 
one of the most prominent 
of Croatia's new bread of 
“tycoon capitafists”, says his 
aim is “to turn Agrokor into 
the first SI bo private 
con^any in Croatia”. He 
says it is already the biggest 
privately owned enterprise, 
with expected 1998 
revenues of 3 .2 bn kunas and 
operating profits of 275m 
kunas. 

Agrokor is divided into 
three mam sectors: food and 
drink, with expected 1998 
revenues of IJSbn kunas; 
primary food processing, 
with expected revenues of 
800m kunas; and retail (ft 
owns the Konzum 
supermarket chain), with 

expected revenues of 12 bn 

kunas. The company, with 
origins in a flower-trading 
business begun by Mr 
Todoric’s fattier, has been 
turned into a mini- 
conglomerate in the past 
few yews through 
acquisitions, maWy from the 
state, of food processing 
and retail groups that are 
now being moulded into 
Agrokor proper. 

Mr Todoric says some 
DM200m has been invested 
in Agrokor so far to 
consofldafe and streamBne y-; 
Os operations. A substantial^ 
proportion of this was spent 
on revamping Konzum; 
which involved heavy 
spending on redesigning aid 
buftdtog new. stores- ■ 

Agrotor’s expansion and 

modernisation has been 
financed by debt, and the 
company currently has 
tong-term borrowings of 
DM26Gm. accortftig to Mr 
Todoric. As grow* 
continues, Agrokor wants to 
restructure that debt and 

extend maturities, and has - 
plans to tap the i n te rnatio nal 
capital markets, perhaps as 
early as the fast quarter of 
next year, to raise finance 
and buSd up a base of 
international investors. ”We 
arestifl restructuring and we 
need to find a source of "• 
cheaper capital than that 
available domesticaBy ” Mr 
Todoric says. 

Agrokor has appointed 


Bankers Trust to look at . . 
ways of restructuring Its. 
debt and help it gain access 
to the international capital 
markets to raise funds for 
capital expenditure. But Mr 
Todoric suggests a 
syndicated loanoouki bq 
arranged in the first quarter 
of 1999. with the possibility 
of a slock market flotation 
for the company two years 
later. 

In the meantime. Agrokor 
has made some investments 
outside its core businesses. 
Including acquiring control of 
the Interco n ti n en t al hotel In 
Zagreb. Mr Todoric win not 
disclose the price he pad 
for the 66 per oent stake jn 
the hotel that Agrokor now 
owns, and says the intention 
is to sell it on to a strategic . 
Investor. "We already have 
buyers.* he says. This t 
not a core business for us. 
We wfll invest some money 
to restructure and renovate 
the hotel ax} then sell it ' 
when the market and the 
offer are right” 

Mr Todoric also sent 
shock waves through the 
agribusiness industry this 
year by maktog an 
audacious DM2 00m offer for 
a 61 per cent stake in 
POdravka, one of its main 
competitors and roughly the 
same size. Podravka would, 
he says, make a perfect 
match for Agrokor and the 
two would complement each 
other well. Podravka refected 
the offer, but not before the 
move had managed to.upset 
local sensibilities - regional 
rivalries are as strong in 
business to Croatia as in . 
politics. 

It may be that Mr Todoric 
has not given up on - 
Podravka. afthoughhe 
declines to be specific. But 
it is not difficult to outline a 
rationale for the move. The 
Croatian economy is reeifrig 
from a credit squeeze, and 
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has been hit as baJy as any 
other. Hjgh Import tariffs 
protect parts of the Industry 
fromtoreign competition, 
.but much of it suffers from 
an inabfltty to pay the bills. 

Mr Todorfc says that 30 to 
40 per cent of Agrokor's 


customers is now ddne on a 
barter baste. Sartor is. )\ 
becoming , more and more \ 
common as a means of ' - 
exchange in the Croatian 
economy, according to 
economists and bankers, : 
and indicates the extent to, - 
which BquiCBty has 
disappeared because of the- 


Mr Todoric says he would 
not hesitate to saB Agrafcdr 
to a single investor if Wsv 
plan for an eventual stock • 
market feting does not 
materiaBse. His sister is a 
director of ihe company art 
his daughter has just joined 
as a trainee, but he says .be 
has “no Intention of buffing 
a dynasty* and hancBng 
Agrokor on to his family. _ 

Vincent Bofantf 
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USA fail OS or enquiries. Telephone no: 001 337 723 6433 
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HXXNCIAl TIMES 

Diaries 


■ TODAY 

Abbey National Treasury 5% 
Gtd Nts 2000 Ec50.0 
Angto-Welsh ip 
Commera>ank O'seas Fin 
Gtd FRN 1998 $3918.06 
Conversion SVz% 2002 
£4.75 

Fujitsu 3%% Bd {WrrTTts) 
2000 5312.50 

Do 3Vfc% Bd (without Wrmts) 
2000 5312.50 
Gerrard 8p 
Goldsmiths 3p 
Honeywell $0.29 
Investors Cap Tst 5U% Cm 
Pf £1.8375 

Gardner (L) 5.3p 
Lloyds Bank 11%% Sb Sri 
Bd 1998 £1137.50 
Mai kies Africa ZS0.40 
Murray VCT 3 1.25p 
NFF0.16p 

NT & T 6M>% Nts 2001 
$61.25 

Pressac 3.52p 
Queens boraugh 0.1 5p 
Wynnstay Props 1.7p 


■ TOMORROW 

AECI 5%% Gross Cm Pf 

2J?p 

Abbey National 10%% Bd 
1998 £531^5 

Abbey National Treasury 5% 
Gtd Nts 2000 Ecu 50.0 
Aeroqulp- Vickers $0^2 
Ann Street 3.5p 
Atlantic Richfield $0.7125 
Barrtck Gold $0.09 
Bloomsbury Publishing O.Bp 
Brunswick $0,125 
CSX $0J0 

Cadbury Schweppes 8%% 
Cm Cap Int Ser A $0.539063 
Do 8% Cv Bd 2000 $400.0 
Canadian Gen invs C$0,075 
Dana $0^9 
Dover $0,105 
Fleming Chinese Inv Tst 
0.5p 

Grampian 2^p 
Guaranteed Export Fin Corp 
7%% Gtd Nts 1998 £725.0 
Halifax 8%% Nts 1999 
£83.75 

House of Fraser 1.7p 
Hyder 6%% Nts Dec 2004 
$33.75 

Do 6%% Nts Dec 2007 
$34,375 

Do TVx% Nts Dec 2017 

$36.25 

Kajima Y3.5 

Kier 5,4p 

Limited $0.13 

Lloyds Bank Prim Cap FRN 
$305.0 

Dp Sb FRN 2004 £40.86 .. 

Midland Bank Non -Cm $ Pf 


SerAI $0,355 

Do NArtg Ser A2 $0.08875 

Do Ser B1 $0.41 

Do Ser B2 $0.1025 

Do 8%% Sb Nts Dec 2004 

56468.75 

NEC 5.6% Bd 2000 
YS60000.0 
PenrizoU $0.25 
Ring 1.6p 

Riverview Rubber Estates 
M$0.12 

St Lawrence & Ottawa Rlwy 

4% Stlg 1st Mtg Bd £ 1.0 

Sanwa Australia Rn Gtd 
Fxd/FRN 2004 $9750.0 
Sapporo Brews FRN 1999 
Y4384.0 

Sara Lee UK 9.43% Gtd Bd 
2004 £23575.0 
Seagram $0,165 
South Africa 9%% Nts Dec 
1999 $48,125 
Sumitomo Realty & Dev 
3.8% Nts 2000 Y38000D.0 
TRW $033 

Thomson Corp $0.1625 
Toyo Construction Gtd FRN 
1996 $30627.08 
Wagon CvPtg Pf 3.625p 


■ WEDNESDAY 
DECEMBER 16 

Assoc British Ports 10%% 

Bd 2015 £1087.50 

BG4.3p 

Do B 0.1683p 

Cable & Wireless 6%% Bd 

2003 $65.0 

Export-Import Bank of Japan 
8%% Gtd Bd 2004 $412.50 
National Australia Bank 
A$0.53 

Norwich Union 4.25p 
Santander Ftn Iss Sb Und 
Var Rate Nts $4123.44 
Stott-Nleteen Class B $0.25 


M THURSDAY 
DECEMBER 17 

Abbey National Treasury 7% 
Callable Gtd Nts 2001 
L350000.0 
Air London Int 5p 
Brazilian Inv Tst 0.3p 
CSR A$0.11 
Chamberlin & Hill 3.3p 
Chase Manhattan Sb FRN 
2009 $142.19 
Chelsea Village 8%% 1st 
Mtg Db Bd 2007 £88.75 
Datwa Europe Bank 4V&% 
Nts 1998 Y21 25000.0 
Ebara 72% Bd 1998 
Y720000.0 

Hongkong & Shanghai 
Banldng Prim Cap Und FRN 
(Ser 2) $73.46 
, JZ -Equity Partners 3p 
Japan Akfines 5%% Bd 
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CONFERENCES AND COURSES 

CONFERENCES ~ 

ZSilSS' ffdi?iiaiyi-zt 99 a 1 li WinM^ a--s.'-- 4 - i: l Frebn 


JANUARY 14 1999 
Shaping the Future: 
Government & Society for the 
21st Century 

CimbifOi'i: 10 L'clehraie ihc Khh 
jnnneran nf IPPR and in locus on the 
lorcci »1ucli uill stupe btrviocs'ji and 
pmcrDiucnt for ihr nevi 10 year*. 
SpcAd.x incluib. R» Hon Tony Blur 
MP. Ri Hh Scil KinniKk lEuro- 
Coni nJi5Miin. fi. Lord Em well. John 
M-otU iCenerol Secreiars. TUCl plos 
tnisinox leader* and vimor pcSilicians 
! fnm France and Germany . 

Cl'buuI. Neil Suwon i\sMirute» 

Tel 017l-:^l>-93P.t / Fax: -M8.13 

LONDON 


JANUARY 27 1999 - 
East Africa Seminar ; 

Tim pot-day FT seminar bongs 
tojahef senior mmiUon from tbe three 
East African conniriH and 
representatives from (be lotenuUanal 
bosinevs communUy to reuminc recent 
progress in ihe East African co- 
opereuon prnoew. 

Contact: Catberine MacSweeney 
FTConfrretKo - • 

Tel: +*f 171 B73 3162 
Fa* - +44 I7\ 873 3067 
e-mail’ ea th e rin e-maesweeney ftrft.com 
LONDON 


Share Buybacks: 

A Route to Shareholder Value? 
bnpendng tax chaigas are 
making shore buybacks an ewer 
more attractive option. 

TWs topical conferenoa wffl give 
senior management the 
opportunity to examine the ways 
In which organisations soak to 
return shareholder value via share 
buybacks. Speakers: OwifieW 
School pt Management. Arthur 
Anderson. Barclays Global 
Investors, DTI, Hanson Pic, 
Lehman Brothers HoUngs Pto 
amJTWatta Hotels PLC. 

Contact: Amanda Hahai fl h la n 
Raiding 

TW: +44 (0} 1234 754503/754362 
Fax: +44 (0) 1234 750635 
amaifc hsJMdbigficiartEiilauA 
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For the Financial Services hcfcistiy, IT is 
a source of competitive advantage. 
Software selection is therefore a 
strategic choice affectvig both business 
and IT managers. 

TradffionaHy, in house development was 
the only option avalaWe. Today there is 
a dynamic ma/kst for package software 
providing ever increasing flexibility and 
functionality at competitive prices. The 
“buy" option can therefore no longer be 
ignored. 

This seminar Is an opportunity to 
exchange your views on the subject wflh 
other professionals in a small informal 
setting. Topics for efiscussion include: 

» Straight Through Processing - by 
Dick Simpson, Technology Director, 
Foreign & Gotordal Management Limited; 

• Weighing Up the Options: Package 
or Self Build - by Robin Towter, Head of 
Information Management, Royal & Sun 
Alliance investment. Management 
Untied; 

• Pension fiends and IT - by Joanns 
Hfridle, Director Pensions Development 
NatWestUte; 

• IT Strafagfes in a Competitive Market 
- by Albert Spokholt, Vice President, 
Asgon Group. 

In addifion, DCE Consultarts wU jweseht . 
Insights gained from their survey 
"Package .Solutions In Practice” ; 
conducted annually on toe investment ' 
and insurance padrege'softwara maricei 

Fcv more Woimatidh correct Sarah Smfto at OCX' 
Cwwdtanta- Limitad, 7200 Oxford Business Park. 
Oxford OX4 212. Tet 01886 481 428, Fbc 01865 
461 482, EmaisJsmlth n ^kaconsuttart3jxm ■ 


The Leadership Trust 
Foundation, Ross-on-Wye 
"Leadership Sans FrontitoBtr 

In every culture wa recognise 
leaden who are effective, But 
some leadership styles and 
behaviour are more effective in 
same cultures than In other*. 

Our conference addresses these 
similarities and cfifterences and 
considers leadership both in 
dHfetere cultures around the world 
and to different business 
environments. 

Contact John Knight 
1W: + 44 (0)1888 767 667 
Fax: + 44 (0)1 889 768 133 
email: toadersOcSaLpIpax^om 
Registered Clarify Ho. 1 86391 B 

^DeadcniapthatFoundaikxi 

Ross-on-Wye 
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MARCH 3 & 4 1999 
FT New Media Conference 

la die sJYcnnaJh pf ibe Luiufa or ibpuJ 
iclevisioa in the UK. the Financial 
Time* New Media conference will 
exa min e the stale of play m the digital 
market. Issues for debate include: 
opponuniUK for new eotraoU. tbc 
impact of oampeuiian on the cunimg 
■KTwixks mi the consumer's viewpoint. 
Caniacr:. Catherine MacSweeney 
'FT Caofeicaccs 
Teli+44 171 8733162 
fiw+44171873 3067 
email: cathrnne.maKwceneyiB'nxoni 
LONDON 

MARCH IB & 19, 1999 
FT European Pensions 

This CCHfmeoce. the fire in a sen* of 
_ Petkckmi cveau to be amused by the 
RnannaJ Tunec Croup will examine (he 
. challenging .shape of European 
pensions, is mes to be considered 
mclade: the challenges fating the 
naminawnals. die etue - ihrce moruhs 
in and the European legal I'ramcwixk 
Caoucr Catherine MacSweeney 
Tel +M 111 813 3l« 
ftx: +44 171 873 3067 
c-nuoL ratbcrirejnacs’uveiiey-iHLcom 

BRUSSELS 


Hrst Annual CFO Enrapean 
Summit 

The Econotnist Conferences end 
CFO Euope have gathered 
togatoer some rif Europe^ mo« 
senior Inapiretlcnal financial 
eooBcuthes and industry experts, to 
afrarethekmnovetfve Ideas and 
predices. 

if you are a senior franco executive, 
dorft irae ttis txxtference which w& 
focus speciflcaly on kBy issues 
sBecfing you and your peers. 

Hdd In association w»i PocpteSoft 
and PricewaterhouseCoopSiS. 

Fee: £1 ,19540 + 

£250.95 Belgium VAT 
Fiona Daniefl 

The Economist Conferences 
Tefc (44.171) 630 1147 
Fax; (44.171) 931 0228 


j Brussels | 

I rrfe matronal Hotel Investment 
Forum. A Focus on Europe 
A powerful and toought-provofcJng 
conference on today's compteK 
and rapidly changing European 
hotel markets wfl provide a timely 
forum to address Issues knportant 
to ihe European and International 
hotel investment community. 
Conference Chairman - Sir Ian 
Prosser. Chief Executive of Bass 
PLC 

ContaerrbM Pearson, 

Advanstar Communications 
Tel: 01244 378888 
fine 01244 370011 


Hotel Inter-Continental 
Berlin, Germany 


Supply Chain Managemeut 
Internet Strategies & Best 
Practice 

A two day conference of case 
studies and briefings examining 
the impact the interest can have, 
and the opportunities it provides, 
ferpscple. profits, partnerships 
and strategies. 

Book by 10th December to 
receive a COMPLIMENTARY 
copy of the new FT Report 
E-business In the Supply Chain 
(worth £495). 

CMP Face to Face Meda in 
assoctatton with Financial Trees 
Ratal & Consumer 

CeH 0171 864 1367 
tor more information 


Miltenimn Coference Centre, 
London 


Second AnaualOutsflurciiig 
Conference: The Third Wave 

A new wavs in outsourcing is now 

upon us, and its tocus is on 

integrated partnership® designed 
to daflver measurable business 
benefits. This conference wifi use 
plenary sessions, case abides 
and vmtehops to help you 
understand and benefit from the 
latest European trends in 
outsourcing. 

Held in association with EDS 
Fee: £1,095.00 + 

229.95 Belgium VAT 
Fiona Danfeil 

Ths Economist Conferences 
Tel: (44.1 71 ) 830 1147 
fiuc (4*171)931 0228 
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Brussels 


To advertise in Conferences 
& Courses Contact: 

Jade Sanderson 
Phone: +44 171 873 3507 
or Fax: +44 171 873 3765 


1999 Y550000.Q 
Do 5.7% Bd 2002 
Y570000.0 

Mansfield Brewery 2.5p 
Mercury Keystone Inv Tst 
32p 

Midland Bank Und Prim Cap 
FRN (Ser 3) $297.38 
Nat West Bank 11tt% Und 
Sb Nts £115.0 
NEC 5.7% Bd 2002 
Y570000.Q 

Northern Venture Tst 2.25p 
Royal Bank of Canada Fttg 
Rate Db 2085 5143.7673 
Royal Bank of Scotland Und 
Prim Cap FRN $301.82 
Sumitomo Chem 5.6% Bd 
1999 Y560000.0 
Versailles 0.235p 


■ FRIDAY 
DECEMBER 18 

American int S0.p56 
Aquarius Plus Cllrd Sec FRN 

2000 $279.53 

British Smaller Co's VCT 
2.19p 

Broadgate Inv Tst 2.6p 
Chesterfield Props 4.4p 
Eadie 0.2p 

Foreign & Colonial Eurotrost 
0.4p 

Hankyu 5^5% Bd 2002 
Y5850G0.0 
Hanover Int 0.6p 
Investors Cap Tst 0.34p 
Do Units 0.34p 
Leicester City 0.6p 
Le Riche 7.875p 
M & G Equity Irrv Tst 0.99p 
Do Package Units 0.99p 
M & G Recovery Inv Tst Ip 
Do Geared Units Ip 
Do Package Units Ip 
Sanwa Australia Fin Gtd 
Fxd/FRN 2002 S9500.Q 
THFC (Social Hsg Rn) 8%% 
Db 2016-21 £4.375 
Tanjong MS0.08 
Taylor Nelson Sofres 0.5p 
Unilever FL0.81 
Unilever 2.95p 
Wolverhampton & Dudley 
Breweries 614% Db 2019 
£3.25 

Woolwich 11%% Sb Nts 

2001 $581.25 
Wyndeham Press 2.5p 
Yasuda Tst & Banking Gtd 
FRN 2000 $155.52 


■ SUNDAY 
DECEMBER 20 

Essex & Suffolk Water 3%% 
Perp Db £1.75 
DO 4% Perp Db £2.0 
Do 5% Perp Db £2.50 
Thistle Hotels 10*% 1st . . 
Mtg Db 2014 £5.375 


■ TODAY 

COMPANY MEETINGS; 

Gartmore European bw Tit 
F+nchurch Exchange, 8. Fenchurth 
Piaso. E.C.. 12.00 

Mercury Keystcna bw Til; 31 King 
WStam Stretn. E.C. 11.00 
BOARD MEETINGS'. 

FiitM: 

API 

Fountsfe Forettry 

Hardys & Herteom 

Kunlck 

Vbux 

WatcrMI 

Manns: 

Dnick 

Europower 

Piysu 

ShleM Diagnostics 

■ TOMORROW 

COMPANY MEETINGS: 

City Gourmets. 29. Ctoth Fax. E.C . 
10.00 

Exofer Inv, Royal Clarence Hotel. 
CaDwdrei Yard. Exeter. 12JXJ 
Investors Capitol Tst, l. Charlotte 
Square EdWxxgn. 12.00 
Northern Venture Tst, Balmoral Hotel. 

1. Ptnces Street. Ednburgh. 1.00 
Paramount, Steam Mil Business 
Certre. Steam MH Sheet. Chester. 

11 00 

BOARD MEETINGS: 

Finals: 

Hawtin 

Leeds 

NFC 

Interims: 

Batieya 

Computartand UK 
MFI 

■ WEDNESDAY DECEMBER W 
COMPANY MEETWQS. 

Atoert fisher, Royal Lancaster Hofei. 
Lancaster Terrace. W.. 11 DO 
Finsbury Growth Tst. wax Chanters 
Had. Gresham Stram. E.C.. 12.00 
Gfassow Inc Tst, 16. Robertson 
Street. Glasgow, 12 CD 
Town Centra Securities, Town Centre 
House. Merflon Can Ira. Leeds. 230 
BOARD MEETINGS: 
final: 

Seeuricor 

Inrnnire. 

Carpetright 

PhOfMtnk 

■ THURSDAY DECEMBBt 17 
COMPANY MEFHNGS: 

Advance UK Tst, Cnsadar House. 
145-157. St John Street. E-C- 12JM 
Air London Int, Platinum House. 
Gatwtck Road West Sucsex, 10JM 
Broadgate Inv Tst, 1. Bow 
Churchyard. EC.. 12.30 
Ferrari*. Old Bridge Hotel. 1. High 
Street Hwnkigdon, 12.00 

Smart MfCordractore), 28, 

Crammond Road South. Edinburgh. 
12.00 

BOARD MEETINGS: 

Ftaafc 

Legal & Generd Rac Inv Tst 
Wartms: 

Asda 

Jones Stroud 
Ptarmigan bit Cap 
Universal Sahraga 

■ FRIDAY DECEMBER 18 
BOARD MEETINGS.’ 
tnterbns: 

Harveys Furnishing 
Hseonie 

Company meetings ore annual ganeml 
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FINANCIAL TIMES 


EQUITIES 


MONDAY DECEMBER 14 1998 


EURO PRICES 


Markets slow in run-up to euro 


EUROPEAN OVERVIEW 


Markets Etfitor ] 

Trading is expected to start 
to slow very sharply this 
week as European investors 
avoid administrative or tech- 
nical problems in the run-up 
to the introduction of the 
euro. 

With the initial level of 
euro-zone interest rates also 
set at 3 per cent there mi gh t 
be little at the macro level to 
distract traders from their 
Christmas office parties or 
present buying. 

But as the profit warning 
from Ericsson showed last 

Synthetic Euro against the dollar 

S per Euro 


week, the corporate sector 
still has the power to sur- 
prise and upset investors. 
And if trading is thin, that 
could lead to some' very 
sharp price movements. 

Perhaps the most interest- 
ing economic statistic of the 
week will be the ffo survey 
of business sentiment in 
Germany, which shown 
a sharp deterioration in con- 
fidence in recent months. 

“Ongoing uncertainty aris- 
ing from the planned tax 
reform and decreasing order 
Intake might have led to a 
continued fall in the Ifo 
index," according to HSBC, 
which predicts a drop from 
October’s 95U to S2.1. 


HOwever, Spain's economy 
is still forging ahead, helped 
by the euro-related rate cuts. 
Third-quarter gross domestic 
product numbers are expec- 
ted to grow 09 per cent quar- 
ter on quarter and 33 per 
cent year on year, according 
to consensus forecasts. 

The prospects for' growth 
in the rest of Europe may 
oat be as rosy. "With a sharp 
weakening of business confi- 
dence, clearly a significant, 
.factor behind the co-ordi- 
nated rate cuts, a key mar- 
ket focus in coming weeks 
will be whether the down- 
turn in industrial surveys 
and orders will abate or 
intensify and whether or not 


□ear-record levels of con- 
sumer confidence will sus- 
tain spending during coming 
months" says Phyllis Reed 
of Barclays Capital. 

’"Daough hopeful of a 1999 
H2 recovery, we are less 
Optimistic than most on the 
outlook. We forecast euro- 
zone GDP growth of 13 per 
cent in 1999." 

On Friday, a weak Wall 
Street sent shares in Europe 
lower with the FTSE Euro- 
top 100 index off 42.12 or 1.6 
per cent at 2,534,1. The 
broader Eurotop 300 fell 
16.48 to 1,097.7, while the 
FTSE Ebloc 100, which 
focuses on eurozone compa- 
nies, slipped 1722 to 914.08. 


FTSE Actuaries Share indices 


European series] 
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. lectricitede FRANCEl 
FRF 4 000 000 000 ZERO 1 
COUPON NOTES DUE 2002 1 
ISIN CODE : XS0034923465I 

Pursuant to the Terras and I 
Conditions of the Bonds, 
notice is hereby given to Ok U 
Bondholders that ft 
FRF 34 090 000 have been I 
repurchased by the issuer I 
for canceuatioa i 
Nominal outstanding : | 

FRF 3 965 910 000 fl 

T HE FTSC ALAGENT I 
SOC3ETEGE2ffiRALE I 
BANK & TRUST SA. 1 
11-13, avenue F.mi1e Reuter I 
L-2420 LUXEMBOURG I 


This announcemem appears as a matter of record only 


September 1998 




fodustrkjlfiazik 
of Korea 

KM4a?NW.aMtai4i>it>flqHi 
USSU 0,000^00 
PloariafKiu: Note* due 1999 


of ibo Mob. nakc la batby tores b> ioc 
At wonre pcMta Bssv 1 1ft Dcarta N#B 
» IM M»D »w (re Non* Ml bar 
tua a 9J4 1291* pa- nmn. 

The tonal a sores p^tat per USXUH0 
Nate wffl ba USJHJS ad pa 
USCIMVXM Mato will be UStlJSSJU 
aaUdi Mtoafa JWO. 


Management Buy-Out arranged and advised by 
Alpha Beteiligungsberatung GmbH 

DEM 110,000,000.- 

Mezzanine Faafrty 


Arranged and Underwritten by 
Alpinvest Mezzanine BV 

Funds Provided by 

Alpinvest Mezzanine BV 
International Mezzanine Capital BV, 
a Fund advised by Mezzanine Management 

APrttertMeaarineW.imCM Broad Street London EON TAR, United Wngctom, -+44 171 4775541 
AJpfriwst Hcfclrg MV, Godmeer i 1411 DC Naorto), The Nethedaids, +31 356952600 

... 


Alpinvest 




Forex, Futures, Options 

and Guaranteed Funds 

Telephone -hi 345 945 3100 

Website wwvv.cfbh.com. 
Facsimile +1 345 945 3199 


FINANCIAL TIMES 

The FT can help you reach additional business 
readers in France. Our link with the French 
business newspaper, Lee Echos, gives you a 
unique recruitment advertising opportunity to 
capitalise on the FTs European readership 
and to target the French business world. 

For Worniation on rates and further details 
please telephone: 

TobyRnctervCrofESOn+44 171 6733456 
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Summit review 


The European Parliament meets in 
Strasbourg for its last session before 
Christmas with last week's European 
Union summit in Vienna at the top of 
its agenda. Austrian chancellor Viktor 
Klim a wft present a report on 

Wednesday. MEPs wl be asked today 
to agree a deal struck with the Council 
of Ministers on the level of EU research 
funding until 2002 - £10.5bn. 
Parliament will be asked on Tuesday to 
approve the EU's 1996 accounts, 
criticism of which has prompted the 
Commission to propose the 
establishment of an Independent fraud 
investigation office. Members will also 
vote the 1999 budget of £67bn on 
Wednesday. Ibrahim Rugova, leader of 
the Kosovo independence movement 
will receive the annual Sakharov prize 
for freedom of thought 
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long-homed beette which destroys 
trees. The US Dapartmentof 
Agriculture estimates st least 
$12bn-worth of goods arrive Infte, 
crates annu&Hy. Fumigation certmcates 
wBtnowbeoomputaory. 



Fish talks 

European Union fisheries mirfstefi 

meet In Brussels to discuss proposals 
for ftdng quotas and catches for fS99. 
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a joint fishing and fisheries marketing 
system, and EU structural funds. 


Claims on Iraq 

The United Nations Compensation 
Commission meets in Geneva to 
consider further claims relating to 
Iraq’s Invasion and occupation of 
Kuwait in 1990-91. The three-day 
meeting will discuss claims by 
businesses and by Individuals In 
excess of $100,000. "The Commission 
has already settled over 2.5m claims, 
for about $7.1 bn (£4.3bn) In total, with 
families of those killed and injured, aid 
small claims, being given priority. The 
funds to pay compensation come from 
30 per cent of Iraqi ad revenues under 
the UN’s “oH-for-food" mechanism. 



OAUpeacebW 

A special committee of Organisation of 
African Unity heeds of state meets In 
Ougadougou to try to broker peace in 
the conflict in the Democratic Republic 

of the Congo (to.December 18). 
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FT Exporter (UK and European editions 
only). 


FRIDAY 18 




Disarmament experts from 16 countries gather In Hiroshima on Sunday to taka part hi a fonan on nuclear non-prolferation and the redaction of 


Palestinian stoppage 

Palestinians plan a genera] strike to 
coincide with the visit of US president 
BUI Clinton to protest at the continued 
detention of prisoners by Israel. At the 
same time the Israelis are scheduled to 
begin the next stage of withdrawal 
from the West Bank agreed under the 
recently signed Wye River Agreement, 
in the area of Ramalfah. 


auctioned by Bonhams in a London 
sale of scientific Instruments and refiCs. 


Bosnia futures 

Contact Group foreign m Waters meet 
in Madrid for three days to discuss the 
future of BosnJa-Herzegovina following 
September elections in which Nikola 
Poptesen, a hardline Serb nationalist, 
became president of Republika Sprska. 
The group's alms for 1999 are to 
ensure a self-sustaining peace in the 
country and prepare It to live without 
foreign aid. 


Feed drugs threat 

European Union farm ministers are 
expected on Monday or Tuesday to 
ban four of the antibiotics used in 
animal feed. The four companies, 
including Rhdne-Poulenc and Pfizer, 
that manufacture the antibiotics say 
the ban Is not Justified by scientific 
evidence. However at least 10 of the 
15 farm ministars are likely to agree 
m nth the European Commission's 
argument that use of the antibiotics in 
animal feed could weaken human 
resistance to antibiotics. 


at the meeting, he wil outfine Japan's 
policy toward south-east Asia of 
promoting cfialogue and co-operation 
and pledge continued support for other 
Aslan economies. He is Daly to unveil 
a loan package. Regional economic 
troubles that threaten the goal of a free 
trade area by 2003 will dominate the 
summit Also on the agenda wfll be the 
membership of Cambodia, which has 
bean rejected in (he past 


has issued a common appeal covering 
tire nain humanitarian agendes, in a 
bid to have a more coherent approach 
to countries In crisis. The countries 
involved are Afghanistan. Angola, 
Burundi, Congo, North Kbraa, former T 
Yugoslavia and Albania, 

Guinea-Bissau, Sierra Leona. SomaSa, 
Tajikistan, Tanzania, Uganda, and ? - 
Afrfca's Greet Lakes region. 


yaar. The ECE also puts forward a 
fong-tarm strategy for msoMng the 
Russian fiscal crisis. 


Bank sale 


French Canadian vfsR 


The Romanian Bank for Development 
win become the first of the country's 
banks to be privatised when Socl6t6 
G6n6rale de France, the French group, 
buys a 51 pm cent stake. 


Everything must go 

A snuff box topped with a lock of Lord 
Nelson's hair and a co Section of teeth 
extracted by a society dentist, 
including one of Queen Victoria's 
molars, are among rarities being 


Guinea ballot 

Presidential elections are due to be 
held In Guinea, despite opposition 
pleas for the poll to be postponed for 
at least a month because preparations 
were “catastrophic". 
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Written history 

Sotheby’s in New York is to auction a 
copy of General Robert E Lee's 
surender following the battle of 
Appamattox, which ended the 
American civil war. Also on sale is a 
tetter written by the 16-year-oW Marilyn 
Monroe which reveals her attempts to 
trace her tether. 


French prime ministar Lionel Jospft • 
visits Canada at the head of a poUScST 
and business delegation (to December 
19). He will discuss bflatarad and 
international issues with Canadfen . 
prime minister Jean Chretien and otter 
government members on Dece m be r 16 
and 17. He is due to visit Toronto,' _r 
Canada's financial capital, on 
December 17 and Quebec Cfty and 
Montreal, mate cftfes of the 
French-speaking province of Quebec, 
on December 18 and 19. 


Armenian dispute 

New hearings Mo th* dispute between 
/Vrrwnteand Azerbaijan over 
Nagorno-Karabakh open under the 
asgfeoftfre pwtiarrwrtary assemby of 
the Cbtewfl of Europe te Sfrasbourg, 
Th^ArmertJan friajojftyln Nagomo 
Karabakh declared dependence from 
Azerbaijan to IBSS./”.^ 


Nuclear forum 

The two-day krtemational forum on 
nuclear non- pr o li feration and 
: disarmament starts today In Hiroshima. 
Some 18 tfsarmament experts from 16 
countries win study ways to reduce 

nuclear weapons in a concrete and 

constructive manner. This forum win be 
followed by two more sessions In 
Tokyo and New York before it drafts 
recommendations about what urgent 
steps governments can take. 


Monday 

Niger. 


Gasprice deadline 

BkSSrig la das to dose totauste* 

Gazprom, toe Russttoa^mohq 

Rewrite of the auctfon ofafeiost .l 


SUNDAY 20 


. Wf-: - . 


ffidftn Industry andFtoance. 


TUESDAY 15 


WEDNESDAY 16 



Aseari concerns 


Kaizo Obuchi, Japan’s prime minister, 
leaves for Hanoi to attend the two-day 
summit meeting of the Association of 
South East Asian Nations. In a speech 


Wider appeal 

The United Nations launches a $1.5bn 
consolidated appeal for humanitarian 
assistance for 14 countries and regions 
in 1999. This is the test time the UN 


Growth wamhtg 

The United Nations Economic 
Commission for Bjfope In Geneva 
publishes Its latest economic survey 
for eastern and vrefitam Europe. The 
survey says growth thfe year In eastern 
Europe could be around zero, though 
this Is almost entirely accounted for by 
the renewed downturn to Russia. Other 
eastern European economies are 
nevertheless feeltofl the Impact of a 
slowdown to the west that could - 
adversely affect export-led growth next 


Holidays 


Bangladesh, Bahrato,-KBzakhstan, 
South Africa. 


St Petersburg poll 

A run-off election is scheduled to take 
place for the St Petersburg cfty 
assembly. Preliminary results of the 
.first round, held on December 6, show 
only sbe of the 50 seats being won 
outright, five of them by Itoerate. The 
poit has been overshadowed by the 
murder of Gatina Starovoftova, a liberal 
potiticfen.end allegations of 
intimidation and ballot rigging. 


THURSDAY 17 


Beetle drive 


A US ban on the import of goods that 
arrive from China in untreated wooden 
orates {s scheduled to come into force, 


Border talks 

China and India are scheduled to 
resume talks over thslr disputed 
border, interrupted by India’s recent 
nuclear tests. 
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Other economic news 


Statistics to be released tills week 




Monday: The latest Bank of 
Japan "tankan" survey of 
business conditions is 
unlikely to give solace to 
those hoping for signs of 
recovery. The output Indices 
are expected to show a 
continuing recession, while 
capital expenditure plans 
could remain very low. 
Tuesday: Consumer price 
figures In both the US and 
the UK are expected to 
justify recent interest rate 
cuts in both economies. 
Underlying UK Inflation 
should remain at the 
government's target rate of 
2.5 per cent 
Wednesday: Industrial 
production data in the US is 
seen felling to an annual 
Increase of around 1.3 per 
cent, but monthly figures are 
expected to show Increased 
activity in November. 

In Norway, the central 
bank’s fourth quarter report 
on Inflation and the 
continuing weakness In (til 
export prices wffl be 
watched for the effect on 
the outlook for the krone. 
Thursday; UK retail sales 
figures look ilka following 
earlier surveys to dip further 
to November, and underline 
the tough time being felt by 
Britain's shopkeepers. 


Economic 

StrtHfc 


Day 

Maned Country 


W W 1S«*M 


Dec 14 UK 


Nov producer price index input* 
Nov PPI input- 
Nov PP( output* 

Nov PPI output** 


Nov PPI ex-food, drink and tobacco** 


Tbir UK 
Deo 17 UK 


Nov Atlanta Fed index 


Tue UK 
Dec 15 UK 


Nov ratal price Index* 


NovRPT 


NovRPDC* 


New consumer price Index 
Nov CPI ex-food and energy 
Oct business inventories 


Nov capacity laHsetion 
Nov export price index 
-Nov Import price index - 
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Japan 
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Dec 16 Germany 

Germany 

UK 


Nov re el earnings 
Nov money supply M2" 
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Oct current account. (IMF) 

Oct trade balance (Ml^ 

OctlndosgMproducttont 

Nov Ho west business cfenate Wax 

Nov ffo west balance format ' 

Nov unemptayment 

Nov pubffc sector net cesh raqment 

Nov housing atarta • 

Nov btfrtag penrtta 
Nov Industrial production 
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ACROSS 

1 Be beck in time for a aeri- 
Otts discussion (6) 

4 Used by a boxer without a 
ring? (4-4) 

10 Misery that cones out in a 
gush (7) 

11 A hnlf(«ri co ntaining spare. 


IS An old-fashioned do (4) 

13 Rambling with company to 
a natural sotting (10) 

15 Many admit to being lnex- 
periencod (6) 

18 Has prep to revise, maybe 
( 7 ) 

SO Sobbing, having finally got 
a scolding (7) 

21 Do some asset-stripping to 
run church (&) 

24 It may provide accompani- 
ment to "Pinafore” produc- 
tion (10) 

28 Run and hide (4) 

28 Early caller gets egg roll 
outside (7) 

29 Separate strands found to a 
French composer (7) 

SO A letter 1 composed is well 
expressed (81 

31 Dynamo needs servicing 
for start of working week 
(B) 


DOWN 

1 Late love doomed to failure 
(4,4) 

2 Delivery secures wicket 
before end of the game (9) 

9 Follow to the end (4) 

S Complete description of a 

mustang? (8) 

8 Dutch punter gets over 50% 
<g.4) 

7 Pick hat up and finally 
leave (3) 

8 Gale blows itself out to a 
smooth finish <fi) 

9 Side-track to avoid the start 
erf trouKe (5) 

14 Number given bill for sleep- 
ing accommodation (10) 

17 Kept quiet and withdrawn 
( 9 ) 

18 Unusual car route for one 
in Brussels (8) 

19 People agree, if not on 
paper (8) 

22 April’s turned out to be 
spring-like (8) 

23 Beverage with plenty of 
b«iy (5) 

25 A place to see pigeons in 
the air (5) 

27 Vivacity seen to Brazilian 
capital and port (4) 



MONDAY PRIZE CROSSWORD 

• ; No.9,864 Set by DANTE 

A prtaa of a Thmbow Lucre tamWn pen and rollerbafl set worth 2135, 
wul be . awarded for the first ooned solotlon opened, solctiona by 
Wednesday Decanber a marked Monday Crossword ABBS m the rov©. 
Jape, to the Financial Times, 1 Southwark Brldga, London 9HL. 
Solution cm Monday Decanter 28, Please allow 28 days fin- delivery of 
prims. 


I Iiuhw h i 

■ A ddit sS n ^i n .. i. 


SotattonBAW 






Winner of Pnzde NoJ352: M. Walls, Greenwich, Out 
necticot, USA 
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